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ABSTRACT 
High technology firms are important to economic growth.  A key factor in survival 
and growth of these firms is the attraction and retention of qualified workers.  This 
exploratory research compares how high technology firms use performance 
management strategies to gain a competitive advantage and, at the same time, 
investigates the role of human capital.  The eight high technology firms selected for 
study are located in the Okanagan Valley region of British Columbia Canada and 
each was pre-qualified as a small or medium-sized enterprise – two with 10 to 19 
employees, four with 20 to 49, and two with 50 to 200.  For this research, eight high 
technology case studies were constructed from interviews with the firms’ managers.  
Single and multiple case analyses examined performance management processes 
from the perspectives of: integration with business strategy, application to business 
performance, use by managers and supervisors, and linkage with human resource and 
reward practices.  The findings indicated that these firms have a well-developed 
understanding of performance management but opportunities for executing strategies 
with this process are weaker.  As well, those firms with human resource managers 
have a distinct employee focus, whereas those without emphasise firm performance.  
The results also indicate that all firms view superior technology and customer service 
as their common differentiating qualities; nevertheless, human capital was endorsed 
as either a competitive advantage or an integral component.  Regardless, 
performance management has potential for greater role in the crafting and executing 
of strategy than these firms employ.  Further, although culture and change are high 
priorities to these firms, none are capitalising fully on the cultural and change 
elements inherent in performance management processes.  The conclusions for 
managers are threefold: a) to develop and implement formal strategic plans, b) to 
integrate performance management and human resource practices, and c) to build a 
human capital pool that sustains their firm’s competitive advantage.  From a 
theoretical perspective, the implications are twofold: a) performance management is 
a bridge for executing strategic planning and realising a competitive advantage and b) 
principal value of human capital is in its capability to sustain a firm’s competitive 
advantage.  The findings and their implications offer high technology managers and 
future researchers a useful framework for growth and research respectively. 
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CHAPTER 1 – INTRODUCTION 
A shortage of well-qualified employees for the high technology sector in the 
Okanagan Valley region of British Columbia initially prompted this research (local 
experts1, focus group feedback2 and survey responses3).  Further, an increase in the 
number of new establishments, as well as growth of existing firms, exacerbated this 
supply problem.  Given the importance of human resources and their knowledge to 
this sector, the concerns facing managers were sizeable.  As expected, the attraction 
and retention of competent employees captured the attention of these technology 
employers.  It could be questioned whether this focus was appropriate when human 
capital is often the competitive advantage for these firms.  For example, there are 
strategies, such as performance management, that offer opportunities for not only 
managing human capital but also acquiring a competitive advantage.  
 
The researcher’s business experience with performance management processes in 
hierarchical multi-national corporations (MNC) influenced this investigation of 
performance management applications in growing small and medium enterprises 
(SME).  Although the potential benefits of a performance management strategy 
appear to be obvious for high technology firms seeking a competitive advantage 
through their people, readily available research within this sector was limited.  
Further, a recent shift of human resource functions from specialists to line managers, 
plus the absence of human resource expertise in many growing firms, supported the 
need to examine processes aimed at gaining a competitive advantage through people.  
Performance management is a strategic process potentially capable of directing 
human performance and arguably administered by human resource or line managers. 
 
Chapter 1 begins with the background to this research and continues by advancing 
the research problem and research issues and providing justification for the study.  It 
                                                 
1     Fine, R, (Executive Director, Economic Development Commission, Regional District of Central 
Okanagan) 2000, pers. comm., 5 June; DeBruyn, H (Executive Director, Okanagan High Technology 
Council) 2000, pers. comm., 13 June; Douglas, L (Executive Director, Okanagan Science & 
Technology Council) 2000, pers. comm., 21 June; and Hildebrandt, A (President & CEO, Achievers 
Choice Technologies Inc.) 2000, pers. Comm., 26 June. 
2     MacLean Marketing Group c. 2000, EDC Hi-Tech Meetings (High technology focus group 
feedback document provided by R. Fine).  
3     Okanagan Science & Technology Council c. 2000, HR survey summary: priorities ranked in order 
of number of times selected (High technology survey feedback provided by L. Douglas). 
  
 2 
follows with an overview of the methodology used and an outline of the dissertation.  
The final sections detail the definitions used in the study and the delimitations of its 
scope and summarise the key points in a conclusion. 
 
1.1 Background to research 
Many view the high technology sector in British Columbia (BC) as the future engine 
of economic growth (Hallin n.d.).  Nevertheless, this sector is small relative to other 
jurisdictions in the United States (US) and Canada.  In comparison to neighbouring 
US states of Washington and Oregon, BC’s sector is underdeveloped (Schrier 2005; 
Schrier, Hallin & Ni 2005).  As well, in most size and performance measures, it 
positions behind the Canadian provinces of Quebec, Ontario, and Alberta (Schrier, 
Hallin & Ni 2005).  Nevertheless, BC’s high technology sector has expanded rapidly 
over the last decade, and, in 2003, it recorded the greatest improvement among all 
provinces in Gross Domestic Product (GDP) growth, revenues, and employment 
(Schrier 2005). 
 
Within BC’s economy, predictions for the high technology sector indicate growth 
and expansion (Hallin n.d.; Schrier 2005).  High technology service industries have 
accomplished five consecutive years of GDP growth (Schrier 2005), and, after 
double-digit declines in 2001 and 2002, the manufacturing industries improved by 
4.5 percent in 2003 (Schrier, Hallin & Ni 2005, p.1) and another 5.9 percent in 2004 
(Schrier 2005, p.1).  With the exception of 2001 and 2002, BC’s high technology 
sector has outperformed the overall provincial economy in terms of GDP growth 
every year in the last decade (Schrier, Hallin & Ni 2005).  In addition to its 
increasing contribution to GDP and employment, expansion of the high technology 
sector has been significant to the diversification of BC’s economy (Hallin n.d.). 
 
The high technology sector in the Okanagan Valley region (southern interior of BC) 
contains service and manufacturing industries.  Every five-year period since 1980, 
the number of firms has nearly doubled (Calibre Strategic Services 2001).  For 
example, despite periods of declining economic conditions, this sector still grew 
from 273 to 294 establishments between 1999 and 2003, which represents a 7.7 
percent increase (Refer to table 1.1).  As well, reputable firms identified in a 2001 
regional study remained well established in a sequel 2003 study (High tech study: 
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and benchmark comparisons to May 2001 study 2003).  In 2003, the estimated 
revenue from Okanagan Valley technology firms was $203 million (Economic 
profile: Regional District of Central Okanagan 2004).  As of 2003, the number of 
employees reported by these firms revealed that 58 percent had five or fewer 
employees and 32.1 percent had between six and twenty employees.  Six firms (7.4%) 
stated twenty-one to fifty employees and another two (2.5%) indicated over fifty 
(High tech study 2003, p.7).  The majority of these firms are in software development, 
multimedia, or communication technologies (Calibre Strategic Services 2001).     
 
Table 1.1 Okanagan Valley region high technology establishments 
Regional Districts in 
Thompson/Okanagan 
Development Region 
1999 
Total 
2000 
Total 
2001 
Total 
2002 
Total 
2003 
Total 
Central Okanagan (RDCO) * 160 177 170 178 201 
Columbia-Shuswap 46 41 46 40 38 
North Okanagan (RDNO) * 59 65 62 52 49 
Okanagan-Similkameen (RDOS) * 54 45 43 44 44 
Thompson-Nicola 99 101 94 94 92 
Thompson/Okanagan Total 418 429 415 408 424 
Okanagan Valley Total 273 287 275 274 294 
*   Regional Districts in the Okanagan Valley 
(Source: Schrier, Ni & Hallin 2003, p.48; Schrier, Hallin & Ni 2005, p.5) 
 
Preliminary research with local experts uncovered that, despite the relative success of 
high technology firms in the Okanagan Valley region, recruitment and retention were 
potentially limiting growth and competition (Fine, R 2000, pers. comm., 5 June; 
DeBruyn, H 2000, pers. comm., 13 June).  The most current high technology study 
confirms that acquiring appropriately trained personnel continues to be one of three 
major challenges facing these firms (High tech study 2003).  An earlier informal 
survey of 14 companies added compensation and development to the list of issues 
that confront them (Douglas, L 2000, pers. comm., 21 June).  The two regional 
studies of 87 (Calibre Strategic Services 2001) and 81 (High tech study 2003) high 
technology firms confirmed these latter concerns in the reasons expressed by 
employees for terminating their employment: higher compensation (19% and 18% 
respectively) and advancement opportunities (12% and 9% respectively).  Other 
reported reasons included involuntary dismissal, work-life balance, permanent 
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employment, interesting work, and personal reasons (Calibre Strategic Services 2001; 
High tech study 2003). 
 
From a recruitment perspective, the 2003 regional study anticipated growth in 
number of employees for over 50 percent of the 81 participating high technology 
firms (High tech study 2003, p.11).  Unlike the 2001 study, this one identified 
marketing and sales candidates as the most difficult to attract.  In both studies, 
qualified technicians or technologists and computer programmers continued to be in 
demand (Calibre Strategic Services 2001; High tech study 2003).  The shortage of 
trained and skilled technical human resources is a barrier to the growth and 
development of technology industries in the Okanagan Valley region (Calibre 
Strategic Services 2001).  These impediments are significant since they potentially 
limit opportunities for these firms to realise competitive advantages associated with 
their human capital.  
 
Since this research focuses on SMEs, it is important to highlight that small firms 
often struggle with business growth because the competition for people with the 
skills necessary to manage and grow the business is a major obstacle (Evans, 
Gonzalez, Popiel & Walker 2000).  To add to the dilemma, employers require a 
different workplace culture to attract and retain the right people with the skills 
necessary to grow a business (Evans et al. 2000).  According to Millett (1998), one 
strategic process, which influences the culture and identity of businesses, is 
performance management (PM).  It is necessary for executing business strategy 
(Mohrman & Mohrman 1995) because it affects current and future performance of a 
firm (Millett 1998).  In support, longitudinal research demonstrates that companies 
with PM processes outperform those without on a wide range of financial and 
productivity measures (McDonald & Smith 1995; Watson Wyatt n.d); as well, those 
that implement PM programs produce better results with fewer people (McDonald & 
Smith 1995).  When PM assumes a strategic direction, it not only focuses attention 
on outcomes but also on the processes involved in individual and team performance 
(Millett 1998). 
 
PM and its components are well documented in the literature.  In particular, the 
parent discipline of Organisational Behaviour (OB) defines the purposes for, 
methods of, and potential problems with performance evaluation systems (Robbins & 
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Langton 2003).  Nevertheless, secondary sources of literature do not address fully the 
potential of PM strategies for meeting the human resource (HR) challenges identified 
by the high technology sector in the Okanagan Valley region.  Equally important, 
few studies extol the virtues of PM as a competitive strategy for high technology 
firms.  For instance, a comprehensive literature search uncovered only seven MNC 
and SME high technology firms that explored PM implementation or integrated HR 
processes – Red Hat (the Linux operating system developer), Nokia 
Telecommunications (a multinational telecommunications corporation), Born 
Information Services (an information technology (IT) consulting firm), Hewlett-
Packard (a computer-technology giant), Sun Microsystems (a global leader in 
enterprise network computing), CWB (an  IT consulting firm), and Software Partners 
(a storage management software business).  Some of these studies refer to 
competitive advantages and integrated HR practices, but they do not address the role 
of strategic PM processes. 
 
Rapid growth in the high technology sector provides an ideal platform from which to 
study PM strategies, their interrelationship with HR issues, and their predilection for 
gaining competitive advantages.  Given that well-established high technology SMEs 
operate throughout the Okanagan Valley region (High tech study 2003) and that 
growth of these service and manufacturing industries are potentially critical to 
moving the Okanagan Valley region towards a value-added economy (ICF 
Consulting 2004), this is clearly a significant area for study.  The purpose for the 
literature review in chapter 2, then, is to investigate the potential of PM strategies for 
securing competitive advantages for high technology SMEs and to isolate the role of 
human capital in this process. 
 
1.2 Research problem 
Given the anticipated consequences created by the HR challenges identified by high 
technology experts in the Okanagan Valley region and the potential significance of 
PM strategies for this sector, the following research problem is advanced: 
How do high technology firms in the Okanagan Valley region use 
performance management strategies to gain a competitive advantage? 
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To explore the benefits and liabilities of PM strategies for gaining and retaining a 
competitive advantage, necessary to manage and grow a business, a number of 
specific research issues require investigation. 
1. How do high technology firms in the Okanagan Valley region define 
performance management? 
2. How do high technology firms in the Okanagan Valley region describe 
their competitive advantage? 
3. How does business growth affect the development of a productive 
workforce in high technology firms in the Okanagan Valley region?  
4. What is the perceived relationship between performance management 
and human resource practices in high technology firms in the 
Okanagan Valley region?  
5. How do key processes in the firm’s performance management support 
the competitive advantages identified by high technology firms in the 
Okanagan Valley region? 
6. What have high technology firms in the Okanagan Valley region 
learned from their experiences with performance management 
strategies? 
 
Answers to these research issues will address the HR challenges identified by the 
Okanagan Valley high technology experts and regional studies.  As well, they will 
clarify the degree to which the knowledge, skills, and abilities (KSA) that reside in 
people influence the attainment of a competitive advantage.  
 
1.3 Justification for research 
There are a number of justifications for the research.  To begin, research that studies 
the strategic value of PM for attaining and gaining a competitive advantage is very 
limited within the high technology sector.  Nevertheless, the demand for high 
technology employees exceeds the supply of talent in both the US and Canada.  
Further, research methodologies used to investigate PM processes or their appraisal 
components have been limited to single high technology case experiences and a few 
industry articles.  Finally, there are a number of potential applications not only for 
the high technology sector but also within the parent field of OB and for the 
disciplines of PM and competitive advantage. 
 
From the literature search that uncovered seven MNC and SME high technology 
firms, four are single-case studies and only three of them specifically investigated the 
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implementation of PM: Nokia Telecommunications, Sun Microsystems, and CWB.  
The first case, Nokia Telecommunications, examined PM processes used for 
expatriates; the results identified differences in application by job level and 
assignment location (Tahvanainen 2000).  The second case, Sun Microsystems, 
explored the connection between employee satisfaction, employee retention, and 
business performance; its findings revealed a long-term commitment to and the 
continuous evolution of employee development (Elsdon & Iyer 1999).  The third 
case at CWB investigated teamwork, accountability, and open communication as part 
of a PM system; the findings indicated a competitive edge for attracting and 
developing people (Arkin 1998).  All three single-case studies support the need for 
further research. 
 
Some high technology articles express concern with the formal processes associated 
with traditional performance reviews, such as too much emphasis on quantitative 
measures (Miller & Cardy 2000) and more formal processes that potentially stifle 
innovation (Arkin 1998).  On the other hand, other authors propose that, in the high 
technology sector, there is an avoidance of mechanistic salary approaches and few 
formal policies or procedures to direct employee behaviour (Coombs & Gomez-
Mejia 1991).  Although the literature acknowledges that performance appraisals 
directed towards compensation, promotions, and other administrative outcomes 
differ qualitatively from those focused on learning and continuous improvement 
(Miller & Cardy 2000), the reviews are not conclusive about the integration of HR 
and PM processes or the potential of PM strategies for realising competitive 
advantages.   
 
Within the US and Canada, the demand for high technology employees exceeds the 
supply of talent.  It is no surprise that the primary concerns of US HR professionals 
are the recruitment and retention of high-technology workers ('New challenges in 
retaining high-tech staff'' 1998).  During the next 10 years, knowledge-based 
industries in the US are likely to suffer an annual turnover rate of 30 to 40 percent 
(Harkins 1998, pp. 74-8).  At the same time, between 2002 and 2012, the U.S. 
Department of Labor (2004) is forecasting five computer occupations in the top 20 
fastest growing ones in the US economy (Refer to figure 1.1).   
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Figure 1.1 Growth in US computer occupations (2002-2012)  
0 10 20 30 40 50 60
Computer Systems Analysts
Database Administrators
Computer Software Engineers, Systems Software
Computer Software Engineers, Applications
Network and Data Communications Analysts
Co
m
pu
te
r O
cc
up
ta
tio
ns
Percentage Change
 
(Source: Adapted from U.S. Department of Labor 2004, chart 7) 
 
In Canada, the number of technology-based companies doubled to 14,000 between 
1995 and 2000 and is likely to grow to 20,000 by 2005 (Smith 2000, p. 37).  
Specifically, between 1999 and 2004, the employment forecast for mathematicians, 
systems analysts, and computer programmers is 11.3 percent; engineering positions 
represent another 4.5 percent (Refer to figure 1.2).  Although forecasts for systems 
analyst and computer programmer positions indicate slowing growth over the next 
five years, the demand for these positions is increasing in all industries (Human 
Resources Development Canada 2000).  As a result, many Canadian employers are 
trying to recruit and retain the same talent (Smith 2000).  The forecasted demand 
poses a problem for those high technology firms aspiring to a competitive advantage 
influenced by their human resources.      
 
Figure 1.2 Growth in Canadian professional skill occupations (1999-2004) 
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(Source: Adapted from Human Resource Development Canada 2000, pp. 1-4) 
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Within BC, the total number of high technology establishments has grown from 
5,021 to 5,389 (7.3%) between 1999 and 2003 (Schrier, Ni & Hallin 2003, p.48; 
Schrier, Hallin & Ni 2005, p.5).  The Thompson/Okanagan Development Region, 
which includes the Okanagan Valley, benefits from the third largest number of 
establishments in BC, and the Okanagan Valley contains over two-thirds of them 
(table 1.1).  A profile of one regional district within the Okanagan Valley, RDCO, 
reveals that its high technology firms tend to be younger than those in the rest of 
Canada.  Yet, the firms are well established with 36 percent in business for more than 
ten years and 26 percent between five and ten years (Benchmark Research 1999, p. 
25).  A local survey of 600 firms reveals that between 1999 and 2003, 78 percent of 
RDCO businesses planned to increase their number of full-time employees and a 
further 47 percent their part-time staff.  The high technology sector represents 8 
percent of the total number surveyed (Benchmark Research 1999, pp. 4 & 31).  
Clearly, these firms have been positioning for growth.     
 
From a research methodology perspective, each of the case studies identified in the 
literature review focused only on the experience of one high technology firm.  That is, 
there was no attempt to compare the experience base of a number of high technology 
businesses.  A preferred alternative is multiple sources of case evidence (Perry 
2000a), where each case selected is an experiment (Yin 1994).  When unstructured 
convergent interviews are the tool used for diagnosing the identified issues (Zikmund 
2003), a consistent and reliable framework allows for the rigorous analysis of cross-
case data (Perry 1998; Perry 2000b).  Methodologically, there is an opportunity for 
enhanced qualitative approaches in this research study.   
 
From an applications point of view, the potential effectiveness of a PM strategy has 
far-reaching implications for the survival of many growing high technology 
businesses.  The issue of retaining core employees greatly affects the outcomes of 
high technology businesses, whether the economy is increasing or declining.  The 
costs of replacing key employees are often staggering for businesses that depend on 
the knowledge base of their employees.  Finally, the strategic nature of the PM 
research itself offers potential enhancements to the field of OB as well as a number 
of specialty disciplines such as PM and competitive advantage.     
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1.4 Methodology 
The research design is exploratory in that it aimed at clarifying and defining the use 
of PM strategies for gaining a competitive advantage (Zikmund 2003).  Once the 
problem and issues definitions were clear, however, the research design took on a 
descriptive mode because the purpose of the research shifted to determining how a 
PM strategy influenced the realisation of a competitive advantage and the role of 
human capital in the process (Zikmund 2003).  The scientific paradigm is critical 
realism or postpositivism.  As such, a qualitative research approach, specifically a 
case study one, allowed for greater insights into the nature of the PM strategies used 
by high technology firms and understanding as to whether and how these firms seek 
a competitive advantage through their PM strategies (Perry 2000a). 
 
A comprehensive review of PM literature isolated the body of knowledge available 
and identified any information gaps (Perry 1998).  In addition, prior research and 
discussions with local experts provided insight into the high technology sector in 
Okanagan Valley region, and, specifically, the HR challenges faced by these firms.  
Once the prior theory was developed, the primary research needs pointed towards a 
case study approach because it facilitated the analyses of real-life people challenges 
using a variety of evidence (Riege 1996, cited in Perry 2000a).  To allow for cross-
case analysis and ensure a rigorous analysis of case study data, several case studies 
were carefully selected (Perry 1998; Perry 2000b).  As recommended by Yin (1994), 
each case selected was regarded as an experiment, so that replication logic could be 
used to analyse the multiple-case data (Perry 1998).   
 
The data collection techniques consisted of in-depth interviews, which included 
open-ended and probe questions plus three structured questions, with management 
personnel.  Before case study interviews commenced, the researcher developed an 
interview protocol from the previous research (Yin 1993).  The consistent and 
reliable framework facilitated cross-case analyses of data (Perry 2000b), but a full 
case analysis of each firm preceded these cross-case analyses (Miles & Huberman 
1994).  Cross-case analyses allowed for the identification of similarities and 
differences and trends in case experiences.  The quantitative questions were analysed 
using the Microsoft Excel software.  The software assisted with cross-tabulation 
functions and the development of tables and figures. 
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In order to address the validity concerns associated with qualitative research, the core 
terms used in the research were carefully defined (Yin 1994).  A triangulation 
technique ensured the comparison of multiple sources of evidence (Perry 1998; Perry 
2000a), and a case study protocol was developed (Yin 1994).  From a reliability 
perspective, the first step was to document the research process and the second was 
to follow this documentation as closely as possible.  The process design planned for 
future investigators intent on repeating the procedures and arriving at the same 
results (Yin 1994). 
 
The primary limitation to qualitative research is that it is subjective in nature, and as 
such, the measurement process is dependent on the researcher's selection process 
(Zikmund 2003).  In addition, data interpretation is judgment-based, samples are not 
representative of the population, and techniques used do not allow for quantitative 
measurement.  Furthermore, the data collection tools potentially suffer from 
limitations.  For, example, the depth interview is very dependent on the skills and 
abilities of the interviewer.  A final issue is the restricted generalisation of qualitative 
research results (Zikmund 2003).  On the other hand, others (See Yin 1994, Perry 
2000b) argue that case study research is different because it involves analytic 
generalisation rather than statistical generalisation.  In analytic generalisation, ‘the 
investigator is striving to generalise a particular set of results to a broader theory’ 
(Yin 1994, p. 36). 
 
1.5 Outline of chapters 
The following chapters outline the research issues, the methodology, the analysis of 
data, and conclusions and implications of the research.  Chapter 2, Literature Review, 
begins with a discussion of OB, which promotes turnover as one determinant of 
human resource effectiveness and is the parent discipline of performance evaluation.  
The chapter continues with a review of the literature and other secondary sources that 
identify the variables necessary for constructing the theoretical framework for this 
dissertation.  Chapter 3, Methodology, details the research design, methods used to 
collect and analyse the data, and the limitations inherent in the research methods 
selected.  Chapter 4, Findings and Discussion, not only analyses each selected 
business case but also identifies themes and trends identified by cross-case analysis.  
The research issues form the basis for categorising the information.  Chapter 5, 
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Conclusions and Implications, formulates inferences about the research problem 
based on the results documented in chapter 4 and its place in the body of knowledge 
outlined in chapter 2.  The final chapter also documents methodological and other 
research limitations. 
 
1.6 Definitions 
Prior research describes a number of potential conflicting definitions for PM and its 
components.  Chapter 2, Literature Review, compares a number of the definitions 
proposed by several literary sources and develops the following strategic definition. 
Performance management – A strategy, which is part of business strategy 
development and execution, directed towards individual and team 
performance, focused on employee development, integrated with a formal 
performance appraisal component, directed by line managers, and 
assimilated with HR and reward management systems. 
 
There are a number of international definitions of the high technology sector, which 
influence the inclusion or exclusion of specific industries and businesses.  For 
selection of high technology firms and comparisons within the sector, the research 
refers to the North American Industry Classification System (NAICS) currently used 
by the provincial government of BC (Refer to table 1.2).   
 
Table 1.2 BC industries in high technology sector 
NAICS Industry 
Manufacturing Industries 
325189 Other Inorganic Chemicals 
325410 Pharmaceutical and Medicine 
333310 Commercial and Service Industry 
334110 Computer and Peripheral 
334210 Telephone Apparatus 
334220 Radio, Television Broadcasting & Wireless Communications Equipment 
334290 Other Communications Equipment 
334310 Audio and Video Equipment 
334410 Semiconductor and Other Electronic Components 
334511 Navigational and Guidance Instruments 
334512 Measuring, Medical and Controlling Devices 
334610 Manufacturing and Reproducing Magnetic and Optical Media 
335315 Switchgear and Switchboard, and Relay and Industrial Control Apparatus 
335920 Communication and Energy Wire and Cable 
335990 All Other Electrical Equipment and Component 
336410 Aerospace Products and Parts 
339110 Medical Equipment and Supplies 
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Table 1.2 continued 
Service Industries 
511210 Software Publishers 
339110 Internet Publishing and Broadcasting 
518210 Data Processing, Hosting and Related 
541330 Engineering 
541510 Computer Systems Design and Related 
(Source: Schrier, Ni & Hallin 2003, p.84; Schrier, Hallin & Ni 2005, p.68) 
 
This classification includes both manufacturing and service industries that represent 
the core concentration of high technology activity (Schrier, Ni & Hallin 2003).  
NAICS codes define the high technology firms in the Okanagan Valley region 
eligible for this research. 
 
Since turnover is often a reflection of retention practices and potentially influences a 
firm’s competitive advantage, the turnover data collected and analysed in this study 
assumes the following textbook definition. 
Turnover – ‘Voluntary and involuntary permanent withdrawal from the 
organisation’ (Robbins & Langton 2003, p. 12). 
 
1.7 Delimitations of scope 
The case studies selected for study are from the high technology sector, have 20 or 
more employees, and are located in the Okanagan Valley region of BC.  Specifically, 
the high technology population and firm sample complied to the BC NAICS codes, 
which facilitated comparisons of the manufacturing and services industries within 
BC and, for the most part, for national and international perspectives. 
 
The purpose of this research is to investigate the potential benefits of a PM strategy 
for gaining and maintaining a competitive advantage for high technology firms 
located in the Okanagan Valley region.  The unit of analysis for each business 
studied, then, was the organisation level, but individual managers supplied each 
firm’s data. 
 
1.8 Conclusion 
Chapter 1, Introduction, establishes the foundation for this dissertation.  It defines the 
research problem and research issues and details the background leading to the 
problem.  As well, it documents the justification for the research and the key 
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definitions used in the dissertation.  Finally, it describes and justifies methodological 
choices and the inherent limitations in the process.  The following chapters detail the 
process and results of data collection and analysis. 
 
Figure 1.3 Outline of dissertation 
 
 
 
 
 
(Source: Developed for this study) 
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CHAPTER 2 – LITERATURE REVIEW 
Chapter 2 reviews research studies and other literature sources for prior information 
pertaining to the application of performance management in high technology firms 
and their experiences in securing a competitive advantage with these strategies.  As 
well, the chapter addresses the interrelated human resource challenges faced by the 
high technology sector. The aim of this chapter is to build the theoretical foundation 
necessary for exploring the use of performance management strategies by high 
technology firms for gaining a competitive advantage and to isolate the role of 
human capital in the process.  To accomplish this purpose, the chapter has four basic 
sections plus a conclusion.   
 
The first of four basic sections reviews the characteristics of performance 
management (PM) processes from a number of perspectives.  It begins with a brief 
overview of PM’s origins and growth and continues with the examination of PM 
definitions for this research.  The second segment examines opportunities of PM 
strategies for capturing a competitive advantage.  The next two segments compare 
similarities and differences inherent in existing PM models and strengths and 
weaknesses of existing high technology applications, both of which add credibility to 
the components necessary for successful PM processes.  This section ends with a 
review of the two research issues identified by gaps in the literature from the 
previous segments. 
 
The second section investigates human resource (HR) challenges facing growing 
businesses.  The section begins with an identification of changes occurring in the 
business environment and continues with their influence on employers’ prospects for 
obtaining a competitive advantage through their employees.  The next segment 
examines the relationship between PM and human resource management (HRM) 
processes by exploring the HR roles of specialists and line managers and anticipated 
changes occurring for both positions.  The following segment addresses the quality 
of human capital by identifying those factors influencing employee attraction and 
retention to high technology firms.  The section concludes with the identification of 
two gaps in literature that signify the need for research on two additional issues. 
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The third section reviews the prospects of PM processes for high technology firms.  
Since the previous two sections contain most of the benefits, the first segment begins 
with limitations associated with PM processes or their formal appraisal components.  
The second segment isolates PM trends that are potentially of interest to high 
technology firms and the third segment considers the prospects of implementing PM 
in growing high technology small and medium enterprises (SME).  This section 
concludes with the addition of two final research issues for study in this dissertation. 
 
The fourth section develops the conceptual framework created for this strategic 
performance management (SPM) research.  It commences with a classification of the 
primary and secondary PM components and continues with an explanation for and 
justification of the interrelationships between the components.  The SPM framework 
provides the basis for data triangulation and case study comparisons throughout this 
study.    
 
The concluding section re-confirms the major literature gaps pertaining to SPM 
applications in growing high technology SMEs and summarises the six research 
issues developed throughout the chapter. 
 
2.1 Performance management 
In the 1970s, Beer and Ruh (1976) introduced the term performance management.  In 
fact, businesses have implemented various types of performance measurement 
systems over the years and have been recycling them since the 1960s (Perrin 1998).  
Since the mid-seventies, governments in Canada have even promoted the use of these 
systems (Winston 1999).  As such, the purpose of this section of the literature review 
is to provide a common understanding of PM and to highlight its strategic 
importance in firms of all sizes.  It examines the strategic nature of PM, investigates 
its potential for securing a competitive advantage, and identifies the gaps in literature 
necessary for building a competitive advantage. 
 
The first segment begins with the origins and growth of the concept and it concludes 
with a working definition for PM.  The second segment identifies potential 
opportunities for gaining a competitive advantage with the implementation of PM 
strategies.  The third segment compares the features of twelve PM models with the 
working definition developed in the first segment.  The fourth segment examines the 
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key practices implemented by the high technology sector.  The section concludes 
with a re-statement of two research issues developed throughout this section. 
 
2.1.1 Origins and growth  
According to Armstrong and Baron (1998), PM has been an ambiguous term since its 
conception.  For this reason, the following segment reviews the origins and key 
features associated with PM and its appraisal component.  The segment continues 
with newer roles for the PM concept and concludes with a working definition, which 
is the base for comparisons throughout the study. 
 
The field of Organisational Behaviour (OB) contains the origins of PM in its 
examination of the impact of individuals, groups, and structure on behaviour within 
organisations (Robbins & Langton 2003).  The knowledge gained from systematic 
study is then applied to improving organisational effectiveness and, more specifically, 
to improving productivity, reducing absenteeism and turnover, and increasing job 
satisfaction (Robbins & Langton 2003).  OB researchers typically investigate the 
reasons behind individual or group behaviours and the methods for directing them 
towards optimal performance (Auerbach & Dolan 1997).  As such, the emphasis of 
PM in OB focuses on what behaviour is evaluated, who conducts the evaluation, and 
how performance is assessed. 
 
Employee behaviours and performance comprise what is evaluated.  A key 
component to understanding employee performance is motivation (Whetten & 
Cameron 2002), and an important feature about employee motivation is that it 
initiates from two sources: extrinsic and intrinsic (Auerbach & Dolan 1997).  
Extrinsic motivators include rewards, which generate from outside the individual and 
include compensation and other non-financial rewards such as praise or promotion; 
intrinsic motivators, on the other hand, originate from an individual's internal desire 
to accomplish something interesting, challenging, or personally satisfying (Beehr 
1996; Hunsaker 2001; Robbins & Langton 2003).  Since employees differ in the 
value they assign to rewards, managers need to understand the distinction between 
these sources and their significance to each employee (Hunsaker 2001).  To assist 
with management's understanding, there are three prominent OB theories that 
originate from the organisational psychology field: expectancy theory, organisational 
behaviour management, and goal-setting theory (Beehr 1996).  All three theories 
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explain what performance behaviour and underscore the influence of management 
actions on the day-to-day motivation of employees (Whetten & Cameron 2002).  
What an organisation measures, monitors, and controls in its appraisal process 
conveys a powerful message to employees regarding the nature of the employment 
relationship (Rousseau 1995).  For these reasons, agreement between employers and 
employees is critical to its success (Rousseau 2004).   
 
A number of excellent definitions of PM in the literature clarify who performs the 
evaluation.  Although there have been refinements to the definition over time, many 
key features are common to more than one source.  To begin, many definitions 
position PM as a strategy, which is consistent with an organisation's overall vision or 
mission and objectives or goals (Heneman & Thomas 1997; Millett 1998; Das & ed. 
Templer 2003).  Secondly, the process has an on-going development focus (Henry & 
Bradley 1997; Armstrong & Baron 1998; Das & ed. Templer 2003).  Thirdly, it is a 
line management tool (Millett 1998; Pamenter 2000; Stewart, Belcourt, Bohlander, 
Snell & Sherman 2003) aimed at productivity improvement of individuals and teams 
(Henry & Bradley 1997; Millett 1998; Das & ed. Templer 2003).  Finally, there is 
frequent reference to integration with HR programs and, specifically, to a formal 
performance appraisal component (Millett 1998; Pamenter 2000; Fletcher 2001; 
Stewart et al. 2003; Schwind, Das & Wager 2005).  Literature sources identify line 
managers as who performs the evaluation.     
 
Many PM systems focus on the evaluation component (Stewart et al. 2003), which 
explains how performance is assessed.  Although a formal appraisal program is only 
one element in the process, it does have its own set of critical elements.  To begin, 
there needs to be a method for identifying job criteria or standards on which to base 
performance (Millett 1998; Das & ed. Templer 2003).  Secondly, an appropriate 
format for evaluating the incumbent's accomplishments is necessary (Heneman & 
Thomas 1997; Millett 1998; Pamenter 2000; Stewart et al. 2003).  Thirdly, a process 
for correcting performance deficiencies and developing capabilities is essential 
(Perkins 1997; Millett 1998; Das & ed. Templer 2003).  Finally, if organisations plan 
to incorporate teamwork, values, and customer focus into work expectations, the 
performance appraisal program needs to embrace these concepts (Moravec 1996; 
Das & ed. Templer 2003).   
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The performance appraisal component is one of the most highly debated and 
problematic HRM programs; yet, it provides a number of benefits for an effective 
PM strategy (Millett 1998).  From a management perspective, appraisals encourage a 
commitment to goals and culture, increased communication, enhanced motivational 
opportunities, immediate responsiveness to problems, identification of training and 
development needs, and performance improvement (Millett 1998).  From an 
individual or team perspective, the appraisal component encourages regular feedback 
opportunities for discussing strengths, eliminating potential problems, and promoting 
high performance (Stewart et al. 2003).  More recently, there has been an added 
emphasis on the manager's role in supporting employee or team development and 
growth towards the achievement of results (Stewart et al. 2003).  
 
Over the past few years, PM has acquired a new role in leading changes that result 
from competition and customer expectations (Moravec 1996).  Since there is no easy 
strategy for overcoming people's resistance to change (Pfeffer 1996), PM processes 
have acted as a lever for changes to the employer-employee relationship and, 
subsequently, for individual and team accomplishment (Moravec 1996).  In addition, 
PM has been a powerful tool for change when downsizing and shifting to a more 
rigorous performance culture (Schneier, Shaw & Beattie 1991).  The values a 
company has around performance and a performance culture have been facilitated by 
PM systems (Schneier, Shaw & Beattie 1991).  For this reason, a number of early 
definitions propose customisation of PM processes (Moravec 1996; Henry & Bradley 
1997; Armstrong & Baron 1998).  Accordingly, design variations have depended 
upon a number of organisational factors: culture, size, structure and technology, 
stakeholders' views, employer-employee relationship, work requirements, and degree 
of employee involvement (Moravec 1996; Henry & Bradley 1997; Armstrong & 
Baron 1998; Fletcher 2001; Stewart et al. 2003).   
 
Radcliff (2002), in a brief article, advocates performance input from two perspectives 
– evaluation and feedback.  Evaluation is the traditional judgment-oriented approach 
to performance appraisals, whereas feedback becomes a new paradigm that focuses 
on adjusting and reinforcing employee behaviour.  This approach also promotes the 
importance of leadership and initiative on the part of employees.  If the day-to-day 
dynamics of performance improvement is positive, employees can take a lead in the 
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appraisal process (Egan 1995) and greater employee involvement is associated with 
effective PM (McDonald & Smith 1995).  One reason is that employees who are 
committed to a particular program are most likely to make significant contributions 
to its success (Davis & Landa 1999).    As well, the most effective practices not only 
involve management in the design and implementation of the program but also 
emphasise coaching and feedback (Baliga 1995).   
 
Given the OB origins of the PM concept, its newer change management role, and the 
depth and scope of available descriptions, a working definition is advantageous for 
this research.  Accordingly, the combined features of PM discussed above, and the 
critical elements of its appraisal component, provide a comprehensive foundation for 
a working definition.  For the purposes of this study, then, PM is an ongoing process, 
which:  
 Integrates with business strategy development and execution, 
 Develops individual and team performance, 
 Focuses on training and development needs of employees, 
 Includes a formal performance appraisal component,  
 Emphasises line management accountability for its success, and  
 Merges with HR and reward management systems. 
 
Although the working definition offers a framework for investigating PM strategies 
inherent in the research problem, the understanding and application of PM concepts 
by growing high technology SMEs located in the Okanagan Valley is unknown.  
Consequently, a research issue (RI) that deserves further attention is as follows: 
RI 1: How do high technology firms in the Okanagan Valley region define 
performance management? 
 
2.1.2 Competitive advantage opportunities 
According to the working definition, PM is strategic by nature.  Porter (1985) defines 
strategy as a set of internally based activities that distinguishes a firm from its 
competition.  Furthermore, Boxall and Purcell (2003) identify two strategic 
challenges facing firms – remaining viable and achieving a competitive advantage.  
Capable people solve the problem of viability (Boxall & Purcell 2003), but a 
competitive advantage depends on the uniqueness of a firm’s product features, mode 
of delivery, or after-sales service (Das & ed. Templer 2003).  To attain a competitive 
advantage, firms make choices about the type of competitive advantage (low cost or 
differentiation) and the scope of this advantage (broad or narrow) (Porter 1985).  The 
 21 
following segment builds from demonstrating the strategic nature of PM to verifying 
its potential for offering a competitive advantage.  It continues with evidence of 
improved business and employee performance opportunities from implementing PM 
processes and, at the same time, highlights the role of human capital.  The segment 
concludes with the prospect of changing management challenges to competitive 
opportunities. 
 
Strategic nature of performance management.  Over the past decade or more, 
business strategies have become more generic, and strategy execution has been 
distinguishing high performing from average companies (Schneier, Shaw & Beattie 
1991; Thompson, Strickland & Gamble 2005).  That is, good strategies have barely 
been enough; organisations must be able to execute them effectively too (Pfeffer 
1996).  PM processes facilitate business strategy execution (Mohrman & Mohrman 
1995; Das & ed. Templer 2003) because they identify and measure expected results, 
assign accountability for behaviour, and direct performance improvement (Schneier, 
Shaw & Beattie 1991; Stewart et al. 2003).  Further, they are strategic, integrating 
systems that have the ability to influence current and future performance as well as 
the culture of organisations (Millett 1998; Das & ed. Templer 2003).  PM is one of 
the most critical processes that managers execute to improve productivity and 
facilitate movement towards the accomplishment of organisational goals (Stewart et 
al. 2003).  For example, performance reviews offer the employer and employees an 
opportunity to see the big picture and to reinforce strategic thinking (Joyner 2001).  
This strategic focus of PM instigates its potential for building competitive advantages. 
 
Competitive advantages with performance management.  Prior literature suggests 
four areas where PM has the potential to create the differences required for achieving 
a competitive advantage.  To begin, when PM integrates with the development and 
execution of business strategy, it has the ability to renew an organisation as changes 
take place (Boxall 1996, cited in ‘Meshing business and people strategies’ 1998).  A 
competitive advantage results when the implemented strategy is value-added and it is 
sustainable when competitors are unable to duplicate its benefits (Wright, McMahan 
& McWilliams 1994).  Secondly, the process encourages managers and employees to 
be open to new ideas, seek and listen to feedback, and learn to request help when 
goals are not being achieved (Moravec 1996).  Together managers and employees 
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create a learning environment.  Thirdly, a customised approach to PM (Henry & 
Bradley 1997; Armstrong & Baron 1998) has the potential for developing 
capabilities, collaboration and teamwork, all of which are sources for building 
competitive differences (Boxall 1996, cited in ‘Meshing…’ 1998).  These advantages 
highlight the value of human capital in building a competitive advantage.  Finally, 
when PM is a line management strategy and integrated with high quality HR and 
reward management systems, it aids in the development of human resources and 
productive employee behaviours (Stewart et al. 2003).   
 
Business results expected from performance management.  Over time, a number of 
research studies have shown that companies with PM processes exhibit improved 
bottom-line results or enhanced shareholder value.  A 1990-1992 study of US firms 
conducted by Hewitt Associates and University of Chicago confirms that, based on a 
wide range of financial and productivity measures, companies that focus attention on 
managing and rewarding performance outperform those without these programs 
(McDonald & Smith 1995).  Two recent studies of Canadian and US firms 
performed by Watson Wyatt consulting reveal that the implementation of superior 
people practices enhances shareholder value (Parker & Brown 2000).  In 1999, 
research of more than 400 Canadian and US firms documented a 30 percent increase 
in shareholder value, and reward and performance management systems accounted 
for up to 9 percent of this increase (Parker & Brown 2000, p. 22; Watson Wyatt n.d.).  
Similarly, the most current 2001 sequel of over 500 North American firms reported a 
64 percent increase in shareholder value over a five-year period; total rewards and 
accountability practices accounted for 16.5 percent of this increase (Watson Wyatt 
n.d.).  These longitudinal research studies validate that PM practices positively 
influence financial and productivity business results; implicitly, they demonstrate 
opportunities for a competitive advantage from human capital management. 
 
Employee contributions resulting from performance management.  Since senior 
executives are urging for excellence in performance (‘Best practices in performance 
appraisals’ 2000), one of the challenges of managing is to develop flexible and 
responsive systems that support employees in their personal growth and contribution 
to results (Millett 1998; Stewart et al. 2003).  For years managers have struggled 
with people-related issues on a daily basis (Egan 1995) and, at the same time, have 
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been required to adapt to new coaching, leading, and strategic roles (Heneman & 
Thomas 1997; Stewart et al. 2003).  PM assists with these roles because, it is not 
only collaborative, but it is development-oriented; it involves the entire performance 
improvement process and encourages team members to learn, grow, and develop 
through continual interaction (Egan 1995).  The most effective practices not only 
involve management in the design and implementation stages but also emphasise 
coaching and feedback (Baliga 1995).  Greater employee involvement is also 
associated with effective PM processes because employees who are committed to a 
particular program are most likely to make significant contributions to its success 
(Stewart et al. 2003).  If the day-to-day dynamics of performance improvement is 
positive, employees can take a lead in the appraisal process (Egan 1995; Radcliff 
2002). 
 
Changing management challenges to competitive opportunities.  Prior literature 
identifies several opportunities where PM processes address the challenges faced by 
managers.  To begin, PM processes have acted as a lever for modifications to the 
employer-employee relationship and individual and team accomplishments (Moravec 
1996; Das & ed. Templer 2003).  Secondly, PM has been a powerful tool when 
downsizing and shifting to a more rigorous performance culture (Schneier, Shaw & 
Beattie 1991).  PM systems facilitate the values and culture that a company has 
around performance (Das & ed. Templer 2003).  Finally, from an attraction and 
retention perspective, early research indicates that firms with PM processes produce 
better results with fewer people (McDonald & Smith 1995).  Allegedly, management 
challenges have the potential for becoming competitive opportunities with the 
implementation of PM strategies. 
 
In summary, the literature review isolates opportunities for building competitive 
advantages with the implementation of strategic PM.  Nevertheless, there is a lack of 
clarity regarding the type of competitive advantage and competitive scope (Porter 
1985) being pursued by growing SMEs in the high technology sector.  In addition, 
the role of human capital in attaining these competitive advantages is unclear.  To 
determine whether strategic PM offers the prospect of a competitive advantage for 
these high technology firms in the Okanagan Valley region and how human capital 
influences the firms’ outcomes, greater insight into their competitive advantages is 
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necessary.  Hence, a research issue (RI) that deserves further exploration is as 
follows: 
RI 2: How do high technology firms in the Okanagan Valley region 
describe their competitive advantage? 
 
2.1.3 Performance management models  
Model building attempts to describe the relationships between variables based on 
secondary data (Zikmund 2003).  The identification of PM variables and their 
interrelationship is desirable for this research.  As such, the following segment 
begins with a review of twelve models developed from 1991 to 2003; it continues 
with a comparison of these models to the working definition developed in the first 
segment.  This segment concludes by re-confirming the need for a definition of PM 
by high technology firms and a description of their competitive advantages. 
 
One approach by Schneier, Shaw and Beattie (1991) details five critical factors 
necessary for performance measurement and management (PMM) and strategy 
execution: a) articulation of business strategy, b) identification of critical success 
factors or core competencies, c) development of performance measures that drive 
strategy execution, d) assignment of accountability which assures strategy execution, 
and e) alignment of structure, systems, skills, and style.  According to the model, 
these recommended factors result in a competitive advantage for business (Refer to 
figure 2.1). 
 
Figure 2.1 Performance measurement and management model (1991) 
 
 
 
(Source: Schneier, Shaw & Beattie 1991) 
 
In 1995, Sadler advanced PM as the prominent characteristic in his new HR agenda, 
which also declares a competitive advantage.  In this model, PM, not only provides 
an opportunity for demonstrating the contribution of personnel to the bottom line, it 
also integrates appraisal, performance, and personal development.  The key features 
of the cycle are as follows: a) recognition of work teams and their involvement in the 
development of key performance areas and individual objectives, b) emphasis on 
agreed to, not imposed, objectives that individuals establish prior to discussions with 
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their managers, and c) encouragement for a coaching role by managers.  During the 
same year, Egan (1995) proposed three elements for a comprehensive PM and 
appraisal system: performance improvement, one or more formal appraisals, and a 
compensation discussion.  In his description, performance improvement continues 
throughout all hours of the working year and, for this reason, needs a culture that 
encourages questions.  In addition, the system is a line management, not an HR one, 
where both managers and employees are accountable for its use and improvement.  
His vision of PM is a value-added business system directed towards improved 
performance and results. 
 
The following year, Kaplan and Norton (1996) proposed a new measurement system, 
a ‘balanced scorecard’, which promotes four assessment perspectives – financial, 
customer, internal, and innovation and learning.  This new management system 
balances short- and long-term objectives, financial and nonfinancial measures, 
leading and lagging indicators, and internal and external performance perspectives.  
Its framework translates mission and strategy into performance measures; hence, its 
outcomes and drivers measure those properties that create competitive advantage.  
The senior management team develops the scorecard and, as such, the objectives 
become a joint accountability.  In addition to strategy implementation, the ‘balanced 
scorecard’ concept facilitates monitoring, evaluation, and corrective action for 
executives, managers, and employees.  As well, it fosters organisational change, 
isolates critical competencies and capabilities, and promotes organisational learning.  
‘The Balanced Scorecard is primarily a mechanism for strategy implementation, not 
for strategy formulation’ (Kaplan & Norton 1996, p.38).   
 
According to Perkins (1997), the best PM model for the post-industrial period is 
strategic and emphasises self-directed teamwork in a flat structure.  In his proposed 
model, leadership and coaching replace the traditional forms of management.  In 
addition, recognition and rewards facilitate the delivery of creative and intellectual 
knowledge and, subsequently, organisational success. The elements in this model are 
objective setting, monitoring and appraising.  From a review of mainly US literature, 
Millett (1998) suggests that an ideal PM model has features that support: 
 Communicating of objectives to all employees,  
 Relating individual and departmental performance targets to a broader 
set of objectives, 
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 Reviewing formally progress towards these target objectives,  
 Identifying training, development, and merit pay assessments, and 
 Evaluating and improving the effectiveness of the process. 
 
As well, Millett (1998) adds three dimensions to these identified features.  Firstly, 
PM designs need to include those factors necessary for individual and group 
performance.  Secondly, strategies adopted in the context of PM must demonstrate 
how it maximises individual and group performance factors towards positive and 
significant outcomes, such as building human capital.  Thirdly, performance 
appraisal strategies need to develop those communication channels necessary for 
managing the individual and group performance factors. 
 
Following the turn of the century, a number of recommendations for enhancing PM 
processes appeared.  One approach by Pamenter (2000) advocates an output-based 
system with measurable objectives but with the major objective of employee 
development rather than a performance report card.  Instead, PM becomes part of the 
reward program and renamed to Employee Enhancement.  The new focus is on the 
recognition of those factors that have limited the employee's contribution and the 
implementation of an employee-manager contract aimed at improvement.  For 
success, this approach requires contributions from both the manager and employee.  
The year following, Bain (2001) recommended co-performance appraisal and 
planning as the next evolutionary step in PM.  This new paradigm promotes an 
employee-manager dyad where the manager's behaviour is integral to the 
performance expectations for employees.  In addition to the employee's performance 
results, co-performance considers managerial support and dyad working relationship.  
That is, co-performance planning not only addresses individual results but also the 
coaching actions of managers.  An important feature of this model is the importance 
of the right people in management positions. 
 
The Cummings and Worley (2001) model is very comprehensive, and it illustrates 
PM within the context of business strategy, workplace technology, and employee 
involvement.  The integrated process is comprised of goal setting, performance 
appraisal, and reward systems, which jointly influence individual and group 
performance (Refer to figure 2.2). 
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Figure 2.2 Individual and group performance model (2001) 
(Source: Cummings & Worley 2001, p. 382.) 
 
Fletcher (2001), on the other hand, views PM as a widening of the performance 
appraisal concept, with a more strategic and integrating approach to HR and business 
policies.  As well, the growing importance of team-based work and effective 
communication is making contextual performance relevant to organisations.  
Increasingly, the newer contextual performance, which focuses on competency-based 
and development-oriented appraisals, is replacing the traditional task performance, 
which concentrates on cognitive ability, skills, and experience.  The concept makes a 
further distinction between learning goals and performance goals.  The purpose of 
this article was to identify the themes and trends developing in research in terms of 
the nature and context of appraisal. 
 
Boxall and Purcell (2003) begin with a theory of human performance to initiate a 
strategic approach to managing people.  Their equation, which enlists features from 
other models, proposes that individual performance and development is a function of 
ability (a combination of declarative knowledge and procedural knowledge and skill), 
motivational elements, and contextual opportunity or environmental factors.  PM, 
according to Das and edited by Templer (2003), is an ongoing process aimed at 
organisational success and is related to objectives and strategies.  For high levels of 
performance, four components are necessary – planning, support, review and 
development.  Overall, PM must be consistent with the organisation’s culture.        
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A comparison of the twelve PM models to components in the working definition 
reveals a number of similarities (Refer to table 2.1).  To begin, nine models either 
assume or specify that PM processes include business strategy.  For articulating and, 
ultimately, executing strategy successfully, a number of them recognise specific 
strategic components, such as core competencies (Schneier, Shaw & Beattie 1991) or 
objectives (Kaplan & Norton 1996; Perkins 1997; Millett 1998; Cummings & 
Worley 2001; Das & ed. Templer 2003).  The PMM model stresses the importance 
of aligning organisational strategy and capabilities such as structure, skills, and 
systems to ensure strategy execution (Schneier, Shaw & Beattie 1991).  Five models 
endorse the development of performance measures (Schneier, Shaw & Beattie 1991; 
Sadler 1995; Kaplan & Norton 1996) or performance targets (Millett 1998; Das & ed. 
Templer 2003) for communicating performance expectations and attainment.  All 
models focus on individuals and over 50 percent of these are clearly adaptable to 
team-based organisations.  Of significance, over 80 percent integrate PM with HR or 
reward systems, and 75 percent hold line managers accountable for the process.  
Finally, 75 percent of the models actively promote employee development and 67 
percent include a formal appraisal component. 
 
Table 2.1 Comparison of performance models to working definition 
Working definition Î 
Models Ð 
Integrates 
with 
strategy 
Focuses 
on the 
individual  
& teams * 
Promotes 
employee 
training 
Includes 
appraisal 
module 
Holds 
line 
managers 
in charge 
Integrates 
with HR    
or reward 
systems 
Schneier, Shaw & Beattie (1991) 9 9   9 9 
Sadler (1995) 9 9* 9 9 9 9 
Egan (1995) 9 9 9 9 9 9 
Kaplan & Norton (1996) 9 9* 9  9 9 
Perkins (1997) 9 9*  9 9 9 
Millett (1998) 9 9 9 9 9 9 
Pamenter (2000)  9 9  9 9 
Bain (2001)  9 9 9 9  
Cummings & Worley (2001) 9 9*  9  9 
Fletcher (2001) 9 9* 9 9  9 
Boxall & Purcell (2003)  9* 9  9  
Das &  ed. Templer (2003) 9 9* 9 9  9 
(Source: Developed for this study) 
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A comparison of models with the working definition confirms several common 
variables.  Of note is that 75 percent of the models are strategic in nature and three 
explicitly state that PM has the capability of offering a competitive advantage.  
Implicitly, all models symbolise the importance of human capital to PM outcomes.  
With the exception of Perkins (1997) and Boxall and Purcell (2003), the models are 
contextually generic in nature.  The former model emphasises self-directed work 
teams and flat organisational structures, and the latter stresses opportunity and 
environmental factors.  All models are silent regarding PM in SMEs and, specifically, 
growing high technology SMEs. 
 
As such, an investigation of the use of PM strategies for gaining a competitive 
advantage in the high technology sector necessitates a definition of PM by these 
firms and a description of their competitive advantages.  These gaps in the literature 
again reinforce the need for both research issues. 
 
2.1.4 High technology applications  
An investigation of the high technology sector indicates that few firms have 
implemented PM strategies to gain a competitive advantage.  In total, ten literature 
sources were uncovered where either the information technology (IT) industry or 
high technology firms have implemented PM features.  In addition to the three cases 
identified in chapter 1, a fourth single-case study explores specific PM components, 
two multiple-case papers investigate SME applications, and four articles discuss 
other industry-related uses.  This segment, then, highlights the content of these 
studies by comparing their findings to the elements defined in the working definition.  
The segment concludes with a summary of the applications found in the literature 
and, further, reinforces the need for RI 1 and RI 2. 
 
Strategy development and execution.  Of the ten papers, three industry and one 
single-case sources review PM from a strategic perspective.  The first study on 
intrafirm technical knowledge is not specific to the high technology sector but 
addresses three relevant issues for this research – technical knowledge, firm 
performance, and competitive advantage.  The paper investigates the role of technical 
knowledge in gaining a competitive advantage and the management characteristics 
necessary for achievement.  In their concluding remarks, the authors propose that 
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technical knowledge is a strategic resource and is related to maintaining a 
competitive advantage (Ghingold & Johnson 1998).  A second study examines the 
connection between employee satisfaction, employee retention, and firm 
performance at Sun Microsystems Inc. (Sun).  The case-study findings indicate that 
Sun's commitment to employee development, its investment in human resources, and 
its emphasis on tracking performance have been directed towards people as a source 
of competitive advantage (Elsdon & Iyer 1999).  A third study explores the 
relationship of core competencies on company performance in the international 
computer industry.  The results indicate a significant relationship between the 
breadth of, but not the depth of, core competencies and company performance.  
Other findings reveal an insignificant relationship between the realisation of external 
competencies (i.e. from acquisitions, mergers or strategic alliances) and company 
performance (Duysters & Hagedoorn 2000).  A final study of 382 US firms in the 
computer and electronics manufacturing industries reports on the relative importance 
of nine competitive factors for achieving their strategic goals.  The results show that 
the three most important factors for improving the firms’ competitive positions are 
higher product quality, lower production costs, and better supplier relationships.  
Nevertheless, achieving only one of the top two (high quality or low cost) is 
insufficient for improving profitability.  Additionally, the author identifies the critical 
factor for success as the development of a unique competitive position relative to 
quality and cost improvements (Lau 2002). 
 
Individual and team performance.  Three studies specifically discuss employee 
performance but only one refers to team performance.  The CWB case study reviews 
the use of flexible employment practices and the importance of PM.  This firm 
attaches a great deal of emphasis to teamwork, accountability, and open 
communication as part of its core values.  The findings indicate that all employees 
are assessed on their output, plus their behavioural alignment with these core values; 
in return, the PM program rewards continuous learning and innovation, both of 
which intensify CWB's competitive edge (Arkin 1998).  In another case study, Nokia 
Telecommunications (NTC) uses individual goal setting in its expatriate PM process.  
The results of the study identify significant differences, by level and location of 
expatriate managers, in how the goals are established, how performance is measured, 
and who conducts the appraisal (Tahvanainen 2000).  Finally, Red Hat, the Linux 
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operating system developer, represents the small firm and is the only technology firm 
in an article extolling the virtues of performance appraisal software for three sizes of 
firms – small, medium, and large.  Red Hat representatives stress the importance of 
employee accessibility to cascading company goals, monitoring progress towards 
goal attainment, and matching criteria to the actual job.  Software appraisal results 
show increases in employee commitment to corporate objectives (Dutton 2001). 
 
Training and development needs of employees.  Seventy percent of the studies 
communicate a strong development focus.  In the CWB case study, employees have 
access to mentors who assist with development planning without becoming involved 
in reward issues (Arkin 1998).  Implicitly, where technical knowledge is a source of 
competitive advantage in the Ghingold and Johnson (1998) study, both leadership 
and resource allocation are regarded as paramount for cultures that embrace 
knowledge development.  Similarly, one of the performance strengths of Sun is its 
long-term commitment to employee development, which promotes knowledge 
building.  Sun’s career development reduced its attrition rate, which translates into 
significant cost savings and stronger business performance (Elsdon & Iyer 1999).  
Both Born Information and Hewlett-Packard (HP) recognise that one foundation to 
success is a commitment to professional development; each technology firm has 
experienced turnover rates lower than the industry average and each attributes these 
lower attrition to exemplary training and development programs (Dobbs 1999).  The 
NTC case includes development in its PM process, but results demonstrate that 
quality varies by international assignment (Tahvanainen 2000).  The research 
propositions developed by Miller and Cardy (2000) for IT workers stress the 
importance of self-management, interpersonal skills training, and mentoring 
relationships.  Finally, the appraisal software implemented at Red Hat has two key 
development features: planning and monitoring (Dutton 2001). 
 
Formal appraisal component.  Only 40 percent of the studies specifically address a 
performance appraisal component.  The managers at CWB conduct traditional 
performance reviews with employees twice per year, and results are integrated with 
merit compensation.  The case study, however, reveals a concern that these formal 
processes are capable of stifling innovation (Arkin 1998).  The NTC case study also 
identifies an evaluation component in its PM process, but its effectiveness varies 
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internationally by how performance is evaluated and by whom (Tahvanainen 2000).  
The article on IT workers by Miller and Cardy (2000) acknowledges that immediate 
performance feedback acts as a motivator for IT workers but too much emphasis on 
quantitative measures adversely affects the level of developmental feedback and 
actually reduces employee satisfaction.  Further, the article identifies reduced face-
to-face interaction and decreased feedback for distance workers as a threat to the 
effectiveness of appraisals in a technology-driven workplace.  Red Hat’s experience 
with appraisal software, on the other hand, has not only resulted in the retention of 
face-to-face communication but has also increased the frequency of annual appraisal 
discussions (Dutton 2001). 
 
Line management accountability.  Four of the articles specifically refer to or allude 
to PM as the responsibility of line management.  For example, at CWB, line 
managers assess the performance of employees (Arkin 1998).  Again, where 
knowledge management is a strategic resource and competitive advantage, Ghingold 
and Johnson (1998) assign the leadership for attitude, culture, and ideas and the 
allocation of needed resources to top management.  At NTC, line management 
involvement is implied but their assessments of expatriate performance vary 
(Tahvanainen 2000).  Finally, the article on IT workers by Miller and Cardy (2000) 
refers to the importance of immediate performance feedback for on-site, distant, and 
expatriate IT workers.  
 
Human resource and reward management roles.  Most of the studies integrate 
performance with some form of HRM or reward management function.  For 
example, Sun Microsystems has an established support mechanism, called Career 
Services, which provides counselling for employees (Elsdon & Iyer 1999).  An 
example of integration with reward management is in the compensation field.  
Software Partners Inc. uses compensation surveys to determine labour market rates 
of pay for recruiting and retaining the best talent; in this case, survey information is 
available to all employees across the company (Jamieson 1995). 
 
There is little evidence that firms in the high technology sector implement PM 
strategies to gain a competitive advantage (Refer to table 2.2).  Only three industry 
and one case-study sources either explicitly or implicitly connect PM strategies with 
gaining a competitive advantage.  On the other hand, nine of the 10 articles indicate a 
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merger between PM and HRM or reward systems, and seven promote employee 
training or development.  Only four applications hold line managers accountable and 
three of these four refer to a formal appraisal component.  Experience with team-
based performance is limited.  In fact, the sources identified in the literature make no 
specific reference to the impact of PM on team arrangements or human capital.   
 
Table 2.2 High technology applications of performance management  
Working definition Î 
Models Ð 
Integrates 
with 
strategy 
Focuses 
on the 
individual  
& teams * 
Promotes 
employee 
training 
Includes 
appraisal 
module 
Holds 
line 
managers 
in charge 
Integrates 
with HR    
or reward 
systems 
Software Partners Inc.      9 
CWB  9* 9 9 9 9 
Intrafirm technical knowledge 9  9  9 9 
Sun Microsystems Inc. (Sun) 9  9   9 
Born Information/Hewlett-Packard   9   9 
Nokia Telecommunications (NTC)  9 9 9 9 9 
Information technology workers   9 9 9 9 
International computer industry 9     9 
Red Hat, Inc.  9 9    
Electronics & computer industries 9     9 
(Source: Developed for this study) 
  
As illustrated in table 2.2, applications of PM in high technology industries or by 
individual firms are few in number and most address only selected components of the 
working definition.  Although the findings and discussions in the Sun and CWB case 
studies are potentially relevant to this research, the single-case methodologies are 
weak.  It is clear that more research is required for identifying the PM practices 
employed by high technology firms for gaining a competitive advantage.  Again, 
secondary research investigating high technology applications of PM failed to satisfy 
the previously identified RI 1 and RI 2.  As such, these knowledge gaps add support 
for researching these two research issues.  
 
2.1.5 Summary of performance management issues  
A review of the PM literature produced ample material regarding its origins and 
growth, its strategic nature, and its potential as a basis for a competitive advantage.  
Furthermore, there are several models that correspond with the working definition 
 34 
and its components; as well, some models highlight contextual factors possibly 
important to the high technology sector.  Comprehensive applications of PM within 
the high technology sector, however, are limited.  Although the literature refers to the 
realisation of competitive advantages resulting from the implementation PM 
strategies, there is little supporting research and many unanswered questions.  
Equally important, within the high technology sector, the literature is silent regarding 
how the firms define PM and competitive advantage.  In summary, the two research 
issues identified as gaps in the foregoing literature review but valuable to this 
research are: 
RI 1: How do high technology firms in the Okanagan Valley region 
define performance management? 
RI 2: How do high technology firms in the Okanagan Valley region 
describe their competitive advantage? 
 
For high technology industries that rely on human capital for their competitive 
difference, the role of HR in realising a competitive advantage requires investigation.  
As such, the next section reviews the HR challenges facing high technology firms 
and the interface between PM and HRM. 
 
2.2 Human resource management  
High technology firms operate in an environment with continually changing 
technologies, new markets and businesses, and shifting consumer needs for products 
and services.  Within this setting, a study by Duxbury, Dyke and Lam (2001) 
confirms that these firms consider quality, innovation, and commitment to people to 
be the competitive difference in the global marketplace.  One major challenge for 
high technology firms, then, is the development of a dedicated and knowledgeable 
pool of human capital.  As such, the purpose of this section of the literature review is 
to identify interrelated PM-HR issues that influence the realisation of a competitive 
advantage by high technology firms.  The first and second segments explore the 
changes taking place in the business environment and opportunities for creating a 
competitive advantage through people.  The third segment investigates the 
relationship of PM and HR, and the fourth segment reviews the challenges facing 
high technology firms in acquiring and developing a qualified pool of human capital.  
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The section concludes with a summary of research issues significant to growing high 
technology firms in the Okanagan Valley region. 
 
2.2.1 Changing business environment 
Globalisation, new technology, and a knowledge-based economy has transformed 
Canadian workplaces and created new challenges for employers and employees 
(HRDC 2000; Human Resources and Skills Development Canada 2005).  To begin, 
work arrangements and employment relationships are less standardised and more 
complex (HRSDC 2005). In addition, changes are transpiring in the organisation of 
work, management of human resources, relationship between technology and skills, 
and actual working arrangements (HRDC 2000; HRSDC 2005).  When coupled with 
an aging population, these occurrences are creating labour shortages in Canada 
(HRSDC 2005).  To understand better the impact of this changing business 
environment on the human resource issues faced by high technology firms, the 
following segment examines employer-initiated changes, employee responses to 
these initiatives, the impact of both on the employment contract, and the effects of all 
three on all sizes of firms in the high technology sector. 
 
Employer-initiated changes.  Since the 1980s, corporations have been engaged in the 
re-organisation of work and have implemented various restructuring and downsizing 
strategies (De Meuse, Bergmann & Lester 2001; Patterson 2001).  In turn, these 
corporate strategies have necessitated an expanded role for the HRM function.  For 
example, HR departments have been the initiator of a number of organisational 
changes, such as workforce diversification, re-engineering, total quality management 
(TQM), and expanded information technologies (Miller & Cardy 2000).  At times, 
however, employees received a mixed message.  On one hand, TQM and other 
initiatives, such as employee empowerment programs and self-managed work teams, 
conveyed that employers valued their employees; on the other hand, downsizing and 
re-engineering strategies often ignored the importance of people to organisational 
success (Pfeffer 1998, cited in De Meuse, Bergmann & Lester 2001). 
 
Employee responses to employers’ initiatives.  Younger employees, who grew up in 
a time when companies ignored their commitment to employees in favour of the 
bottom line, became comfortable with downsizing, reorganisation, and mergers in the 
business world (Dobbs 1999).  The aftermath has been a focus on personal career 
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plans and portfolios rather than permanent careers with one employer (Patterson 
2001).  The more astute employees copy corporate strategies by looking out for 
themselves (Kaye 1999, cited in Dobbs 1999).  As a result, the notion of a job-for-life 
is in rapid decline (HRSDC 2005), and, consequently, job-hopping has become 
standard for white- and blue-collar workers in all industries (Amaram 2005).  
HRSDC (2005) anticipates that Canadian workers will experience an average of 
three careers and eight jobs during their lives.    
 
New employer-employee relationship.  The evidence suggests that the psychological 
employment contract between employers and employees is shifting.  A psychological 
contract represents beliefs that employees have regarding promises and obligations 
implicit in their relationships with employers (Rousseau 1995; Thompson & 
Bunderson 2003).  To begin, research indicates that age and experience influence the 
attitudes that employees have towards these psychological contracts with employers 
(De Meuse, Bergmann & Lester 2001).  In comparison, corporate downsizing and 
other restructuring strategies, in 1980s and 1990s, have only likely changed the 
traditional employer-employee relationship (De Meuse, Bergmann & Lester 2001).  
Given these mixed results, other studies caution that consensus regarding employer-
employee roles in the new employment relationship cannot be assumed (Boswell, 
Moynihan, Roehling & Cavanaugh 2001). 
 
From an age and experience perspective, the labour market will be transitioning over 
the next few years from baby boomers (born between 1945 and 1962) to the X (born 
between 1961 and 1981) and Y (born between 1980 and 1999) generations (Gordon 
& Lowe 2002).  Generation X’s attitude portrays restlessness as well as lazy, 
arrogant, and disloyal descriptors, whereas the Y cohort possesses the world of 
technology at its fingertips (Gordon & Lowe 2002).  As the Generation Y continues 
to enter the labour market, together with the X cohort, they will constitute the 
majority of college-educated and skilled positions (Amaram 2005).  Given the 
subjective nature of psychological contracts, as well as differing expectations of the 
X and Y cohorts, employers will need to communicate clearly their employment 
contracts with existing employees as well as new recruits (Boswell et al. 2001).  
Failure to do so could result in contract violations, which occur when there is a 
failure to comply with the terms of the psychological contract (Rousseau 1995). 
 37 
Other demographic modifications to the labour force that promise to influence the 
traditional employer-employee relationship include an aging workforce, a culturally 
diverse population, and an increase in numbers of women and dual income families 
(Patterson 2001; HRSDC 2005).  The market transformations also include a rise in 
lone-parent families, changes to immigration patterns, and new work arrangements; 
for example, by 2011, labour force growth in Canada will rely completely on 
immigration (HRSDC 2005).  This new culturally and ethnically diverse workforce 
has many different expectations than those of employees from ten years ago (Gooley 
2001). 
 
Implications for high technology sector.  The significance of changing attitudes, 
needs, and relationships between employers and employees only intensifies with 
growth forecasts for the high technology sector.  For example, in the US market, total 
employment projections indicate growth over the 2002-2012 decade and, within its 
fast-growing service sector, software publishers are the leaders (U.S. Department of 
Labor 2004).  In addition, eight of the ten fastest growing occupations are computer 
related at the same time that US labour forecasts suggest severe shortages in high 
technology occupations (Amaram 2005, p. 51).  Similarly, knowledge- and 
technology-intensive sectors of the Canadian economy are driving employment 
growth, which, in turn, is increasing the demand for highly skilled workers (HRSDC 
2004).  Following two years of decline (2001-2002), BC’s high technology sector 
has rebounded and has significantly outpaced the rest of the economy (Schrier, 
Hallin & Ni 2005).  Currently, its high technology sector ranks behind the provinces 
of Quebec, Ontario, and Alberta, but, in 2003, it recorded the strongest improvement 
among the provinces in revenues, employment, and trade (Schrier, Hallin & Ni 2005).   
 
Employees in the technology sector are confident that their skills are in demand and 
no longer remain with one company.  They switch jobs and careers easily (Bell 2001).  
In the US labour market, 33 percent of technology employees do not intend to stay 
with their employer for the next two years and another 40 percent are not committed 
to their firm but plan to remain for two years (Gordon & Lowe 2002).  In Canada, an 
earlier study of high technology firms in Ottawa Ontario reported that 75 percent of 
the best workers were considering resignation and 25 percent were actively job-
hunting (Perry 2001).  These changes in the attitudes of high technology employees 
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present a dilemma for employers, since the effectiveness of their human resources 
will differentiate winners from losers in the twenty-first century (Taylor, Beechler & 
Napier 1996 and Zigarelli 1996, cited in Stone 1998).   
 
Given the diverse nature of the high technology workforce, the needs of particular 
employee groups are of paramount importance.  The literature search uncovered the 
desires of three specific employee factions – those under 30 years of age, older, and 
women.  Workers under 30 years place more emphasis on enjoyment of work, 
personal growth, and non-management advancement ('IT workers expect career 
development and job satisfaction' 1999; Smith 2000), whereas alternative work 
schedules are the primary attractor for older employees (Hannay & Northam 2000; 
'IT workers…' 1999).  Women, however, are initially enticed by competitive 
compensation packages but, in contrast, are more likely to remain with a firm that 
provides professional growth and work-life balancing opportunities (Arkin 1998; 
Gotcher, Steen & Fletcher-McDonald 1999; Hannay & Northam 2000).  A firm’s 
culture, mission, and values affect attraction and retention of high technology 
employees who are under 30 years of age or female (Gotcher, Steen & Fletcher-
McDonald 1999; Smith 2000).  The literature is relatively silent on the needs of a 
culturally diverse workforce, which is also characteristic of the high technology 
sector. 
 
In summary, the changing business environment, and specifically the employment 
picture, is difficult for many employers.  The focus of a company is on its corporate 
goals, quarterly margins, and stock market prices, whereas employees typically 
concentrate on immediate job needs and career opportunities (Harkins 1998).  It is 
not surprising, then, that De Meuse, Bergmann and Lester (2001) found general 
support for their hypothesis stating that trust, support, and respect would decrease 
over the past five decades.  These changing employee attitudes, a culturally diverse 
workforce, and a shortage of skilled employees promise to alter the complexion of 
the Canadian labour market.  For high technology firms that rely on people and 
intellectual capital for their competitive difference, labour market alterations and the 
compounding effects of growth are of paramount importance.  In terms of employee 
development, the effects of growth are potentially significant for the high technology 
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firms in the Okanagan Valley region.  As such, another research issue that warrants 
further attention is: 
RI 3: How does business growth affect the development of a productive 
workforce in high technology firms in the Okanagan Valley region? 
 
2.2.2 Competitive advantages with human capital 
Wright, McMahan and McWilliams (1994) define human capital as the experience, 
judgment, and intelligence of managers and workers.  A competitive advantage 
occurs when a firm implements a value-added strategy, not simultaneously 
implemented by a competitor (Barney 1991, cited in Wright, McMahan & 
McWilliams 1994).  Furthermore, this advantage is sustainable when others are 
unable to duplicate its benefits.  To qualify for sustainability, there are four common 
criteria - valuable, rare, inimitable, and non-substitutable.  Accordingly, a number of 
authors propose that a strategic approach to managing HR expertise offers not only a 
source of competitive advantage but, frequently, a distinctive and sustainable one 
(See Skinner 1981; Lundy 1994; Torraco & Swanson 1995; Stone 1998; Hannay & 
Northam 2000; Belcourt, Bohlander & Snell 2005).  Given this prospect, the 
following segment explores why and how human capital offers competitive 
opportunities and, specifically, for growing high technology firms. 
 
Why human resources produce a competitive advantage.  As business strategy 
changes, astute planning is essential for acquiring and developing the right human 
talents (Skinner 1990), and, as a result, HRM is becoming more important to the 
long-term success of the firm (Stone 1998).  In support, surveys repeatedly indicate 
that high performance HRM processes result in significant market and financial 
returns to firm performance and, as such, are a source of competitive advantage 
(Becker & Huselid 1999).  Likewise, employees’ ideas, knowledge, and adaptability 
to change are a catalyst for anticipating market trends and customer needs (Swain 
2000).  That is, people influence business profitability, survival, competitiveness, 
adaptability, and flexibility (Schuler 1990, cited in Flood, Gannon & Paauwe 1996), 
and, for these reasons, superior human resources create the most central, basic, and 
powerful strategic competitive advantage possible (Skinner 1981) and are the basis 
for sustained competitive advantages (Swain 2000).  Equally important, HRM is a 
means for increasing organisational effectiveness, which offers a competitive 
advantage (Way & Thacker 2000).  Nevertheless, to compete in a world where 
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human resources are the competitive advantage, employers must manage their 
employees differently (Stone 1998). 
 
How human capital creates a competitive advantage.  A resource-based view (RBV) 
of the firm integrates internal resources, strategy, and performance and provides a 
framework for examining the competitive advantage offered by human resources.  
Boxall (1996, cited in ‘Meshing…’ 1998) identifies three sources for building 
competitive differences within a firm: a) its history of developing individual 
capabilities, collaboration, and teamwork; b) its ability to renew itself through its 
strategic processes; and c) its management of complexities associated with human 
and other resource relationships.  Strategically, this author promotes HRM as both a 
means and end for creating a sustainable and creative organisation.  A second study 
by Wright, McMahan and McWilliams (1994) approaches human resources from a 
pool of human capital as opposed to a human resources practices approach.  These 
authors address static as well as dynamic environments and establish the advantages 
associated with a qualified human resource capital pool.  Further, they identify 
benefits from first-mover, high-quality HR practices, which aid in the development 
of human resources and productive employee behaviour.  Both RBV studies address 
the entire pool of human capital and acknowledge top management’s importance to 
creating the necessary conditions. 
 
Missing in the literature is HR’s relationship to firm performance and, specifically, 
how firms manage their human resources for gaining a source of competitive 
advantage (Becker & Huselid 1999).  The data are scarce and studies comparing 
human capital processes are difficult to find (Becker & Huselid 1999).  For example, 
the Wright, McMahan and McWilliams study recommends the integration of HR into 
the formulation stage of strategic planning but provides few details regarding the 
development of knowledge, skills, and abilities (KSA) of managers and workers.  
Again, there is little detail as to how HRM can be effective in influencing the quality 
of a firm’s human capital pool in the Boxall references. 
 
How high technology firms gain competitive advantages.  As discussed, the literature 
contains exhaustive references to competitive advantages associated with human 
capital and HRM processes.  The research, however, is limited regarding where high 
technology firms search for these opportunities through their people and which 
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performance issues are significant for small, but growing, high technology firms.  In 
fact, too few studies focus on the relationships among strategic processes, HR 
practices, and small firm performance (Chandler & McEvoy 2000).  Likewise, 
information is relatively silent regarding growth in the high technology sector, and its 
affect on the development of productive or high performance behaviours.  Regardless, 
the literature indicates that innovative high technology firms are implementing new 
HR programs, such as mentoring, cross-functional teams, exposure to new 
technologies, and other initiatives (Lazar 2001).  Likewise, one-third of the best 
practice organisations for career development are from the high technology sector 
(Duxbury, Dyke & Lam 2001). 
 
Human capital is potentially the difference between success and failure for high 
technology firms.  Yet, the literature is inadequate in explaining the role of human 
capital in realising a competitive advantage.  As well, the influence of business 
fluctuations on employee development requires additional documentation for high 
technology firms that rely on their human capital pool.  The foregoing segment then 
reinforces the need to investigate RI 2 and RI 3 identified earlier in the literature 
review.  
 
2.2.3 Relationship between performance management and human resources  
People management is the job of every manager.  For this reason, successful firms 
unite the experience of line managers with the expertise of HR specialists (Stewart et 
al. 2005).  To understand better the influence of line and HR managers on human 
capital development and its potential for a competitive advantage, the following 
segment reviews the HR roles of specialty and line managers.  Further, it identifies 
SME organisational structures that do not have dedicated HR positions, and it 
discusses trends that are changing the HR landscape for specialists as well as line 
management in SME, specifically high technology, environments.  Finally, the 
section highlights the linkages between PM and HR identified by the literature search.  
It concludes with the identification of a fourth research issue.  
 
Human resource roles of specialists and line managers.  Where HR managers and 
line managers collaborate, there is a clear definition of roles and responsibilities.  
Typically, the HR Manager serves as an in-house consultant and acts in an advisory 
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or counselling capacity (Belcourt, Bohlander, Snell, & Sherman 2002).  Often, the 
HR Manager formulates, implements, and monitors HR policies, procedures, and 
practices; as well, the HR Manager has responsibility for a number of HR programs, 
such as planning, recruiting and selecting, training and development, downsizing, 
and employee advocacy.  In contrast, managing people is the responsibility of line 
management.  That is, supervisors and line managers, together with employees, are 
ultimately responsible for the implementation and performance of HR programs and 
policies (Belcourt et al. 2002). 
 
Where HRM is not part of the SME management team, implementing one or more of 
the following strategies has maximised the effectiveness of human resources: 
a. Transferring many traditional HRM processes to line managers and 
supervisors, 
b. Buying HR information systems (IS) expertise for specific 
administrative tasks, and 
c. Outsourcing or ‘offshoring’ other HR activities (Elder 1997, cited in 
Nankervis, Compton & McCarthy 1999; Nankervis, Compton & Baird 
2005). 
 
Whether or not an HR position is on staff, the firms’ strategies, structure, culture, 
size, and policies ultimately determine the roles, functions and strategies of HRM 
(Nankervis, Compton & Baird 2005).   
 
Changing human resource landscape for specialists and line managers.  A number 
of trends such as back to core businesses, leaner and meaner, smaller business units, 
and decentralisation are resulting in a reconsideration of HR staff functions (Flood, 
Gannon & Paauwe 1996).  Research evidence confirms a shift of HR functions from 
staff specialist to line management (Brewster & Smith 1990 and Storey 1992, cited 
in Lundy 1994; Flood, Gannon & Paauwe 1996).  Despite this, the HR function is 
assuming a more prominent corporate role. 
 
One trend is that middle and line managers are accepting more HR functions but, at 
the same time are guided by HRM policies and professional HR expertise (Nankervis, 
Compton & Baird 2005).  In many firms, especially SMEs, line managers are 
accepting more HR responsibilities but centralised HR support is available.  In this 
situation, line managers perform all HR functions but obtain support from a small-
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centralised HR section or single HR Manager.  Given the growth of legislative 
requirements and the need for centralised control, this is a likely option for many 
companies (Belcourt, Bohlander & Snell 2005), including those in the high 
technology industry.  Nevertheless, strategic business objectives, culture and 
structure, and the quality of the operating and HR managers determine the precise 
balance between line and HR management (Guest 1989 and Truss 1996, cited in 
Stone 1998). 
 
Since HRM makes important contributions to organisational success, a second trend 
is that HR Managers are assuming a greater role in top-management planning and 
decision-making (Belcourt, Bohlander & Snell 2005).  A recent Canadian survey of 
202 organisations reveals that in 63.3 percent of the cases, the top HR position 
reports to the CEO, an Operating Officer or a Human Resources/Industrial Relations 
Vice President (Way & Thacker 2000, p. 41).  At senior levels, there is a growing 
need for HR generalists who understand the business and are full members of the 
strategic management team (Stone 1998; Belcourt, Bohlander & Snell 2005). This 
development provides a strong stimulus for HRM to become more strategic in its 
focus (Flood, Gannon & Paauwe 1996).  In fact, strategic HRM may be the means 
for expanding the knowledge base and professional emphasis needed (Lundy 1994).  
A core feature of HRM’s new role is that line managers have a key role in co-
ordinating people resources towards achieving a profit (Truss & Gratton 1994). 
Under the influence of strategic HR thinking, line managers are more inclined to 
attach importance to HR utilisation while generating added value (Flood, Gannon & 
Paauwe 1996). 
 
Integrating performance management and human resource programs. When PM is 
implemented properly the review process keeps everyone focused (Pamenter 2000; 
Scherreik 2001), helps determine if the system is on track, and reinforces the 
appropriateness of goals and measures (Radcliff 2002).  Further, these processes are 
central to contract makers (recruiters, managers, co-workers, mentors, and top 
management) since they communicate powerful messages regarding the nature of the 
employment contract (Rousseau 1995).  Other integrated PM-HR practices that 
benefit employers and employees include HR planning, goal accomplishment and 
development needs (Stewart et al. 2003).  In addition, PM is a source of information 
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for a number of HRM decisions: granting pay increases, improving employee 
performance, selecting and terminating employees, identifying employees for 
advancement, and planning for future needs (Murphy & Cleveland 1991, cited in 
Allan 1994).  Managers are required to make budget decisions for compensation 
packages based on employee performance (Baliga 1995).  Rewards are one way that 
organisations structure their relationships with employees (Henry & Bradley 1997), 
but these rewards need to be aligned with the ways in which people are managed 
(Pfeffer 1996).  The newer approaches to PM emphasise development and growth 
plans and recognise the importance of a manager’s support in achieving high 
performance results (Stewart et al. 2003).   
 
The changing roles of line and HR managers present opportunities for more attention 
to the HR component of an organisation and for additional input to the crafting of 
strategic corporate plans.  This added attention to human capital, in turn, offers the 
potential for a competitive advantage but not without addressing a number of 
challenges.  One gap in literature then, is the perception of high technology sector 
SMEs regarding the relationship between PM and HRM.  As such, a fourth research 
issue (RI) is as follows: 
RI 4: What is the perceived relationship between performance 
management and human resource practices in high technology firms in 
the Okanagan Valley region? 
 
2.2.4 Human capital challenges facing high technology firms 
A major challenge facing many high technology firms is attracting well-qualified 
personnel (Gionfriddo 1999; Samson 2000; Gordon & Lowe 2002), and an even 
bigger challenge for many is retaining the talent (Gionfriddo 1999).  These priorities 
intertwine since the retention of employees begins with an effective recruitment 
program (Hannay & Northam 2000; Samson 2000) and continues with a nurturing 
environment satisfying to employees' needs (Hannay & Northam 2000).  Yet, in 
comparison to the attraction of quality candidates, retention of talented and trained 
employees is often overlooked (Bell 2001).  The latter is an important observation, 
since it costs more to find and acquire a new employee than to retain an existing one 
(Stallard 2000).  As such, this segment evaluates the costs of attrition and identifies 
the attraction and retention needs of high technology employees in firms of all sizes. 
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A number of articles estimate that termination can produce expenditures up to three 
to five times the annual compensation of an employee (Harkins 1998; Gooley 2001).  
At the lower end of the scale, professionals assess that turnover per employee costs at 
least one and a half times an employee's annual salary (Elsdon & Iyer 1999; Gooley 
2001).  These costs include separation, replacement, and training added together.  In 
addition to direct costs, there are indirect costs that result from reduced productivity 
and lost business (Gooley 2001).  For example, when key employees move to new 
companies, and poorer performers remain, the employer not only incurs the 
recruitment costs but also a reduction in productivity (Hannay & Northam 2000).  
Furthermore, where intellectual capital signifies the basis for a competitive 
advantage, the costs are even more critical (Bell 2001).  The objective then is to 
attract, retain and motivate competent employees (Norman 2000) and to limit the loss 
of those who enhance productivity and maintain corporate stability and continuity 
(Bell 2001). 
 
Although attraction and retention activities are usually associated with HR functions, 
they are also integral to PM processes.  The success PM processes begin with quality 
recruitment and selection programs and continue with well-designed retention 
practices.  Given this PM-HR relationship, an obvious question is what are the most 
important attraction and retention influences from an employee's perspective?  
Fortunately, there are research papers available that detail those factors motivating to 
high technology employees.  To begin, employees are generally seeking rewards in 
the work environment that are satisfying to their extrinsic and intrinsic needs 
(Hannay & Northam 2000).  Accordingly, a more detailed analysis of the needs of 
high technology employees suggests the following five broad categories: 
compensation package, alternative work practices, job involvement, career 
development, and organisational leadership (Refer to table 2.3). 
 
Compensation package.  The top reason that new recruits are attracted to high 
technology firms is the compensation package.  As well, a number of studies support 
the importance of compensation to the retention of high technology employees, from 
both competitive and component viewpoints.  The research indicates that high 
technology employees expect more creative, innovative, and individualised packages 
(Hannay & Northam 2000), with increasing attention to the benefits component 
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(Norman 2000).  Compensation, however, is only the monetary portion of the reward 
system (Long & ed. Belcourt 2002). 
 
Table 2.3 Factors influencing attraction and retention of technology employees  
ATTRACTION RETENTION 
Compensation Package 
 Corporate retreats/fitness clubs 
 Day care 
 Financial services planning  
 Flexible benefits 
 Personal investment strategies 
 Salary and standard benefits 
Compensation Package 
 Company car  
 Competitive package 
 Concierge services  
 Financial reward opportunities  
 Fitness/medical facilities  
 Incentives/group-level bonuses  
 Insurance benefits  
 Loan programs – home computers 
 Onsite childcare  
 Stock options 
Alternative Work Practices 
 Flexible hours  
 Time off based on performance 
 Work-at-home days 
 Work-life balance  
Alternative Work Practices 
 Additional vacation time  
 Casual dress code  
 Family care leave  
 Flexible work scheduling  
 Outside interests  
 Sabbaticals  
 Telecommuting 
 Work-life balance 
Job Involvement 
 Meaningful work  
 
Job Involvement 
 Autonomy  
 Challenging work  
 Enjoyment of work  
 Entrepreneurial experience  
 Fun working on-the-job  
 Interesting projects  
 Leading-edge technology 
 Monitoring own results  
 Research freedom  
 Variety of assignments 
Career Development 
 Skills training and development  
Career Development 
 Career planning  
 Cross-functional assignments  
 Educational opportunities 
 Learning new skills 
 Nonmanagement advancement  
 Professional growth  
 Publishing opportunities 
 Tuition reimbursement  
Organisational Leadership 
 Open communication 
Organisational Leadership 
 Coaching work culture  
 Effective employee/manager relations 
 Employee respect  
 Exceptional management 
 Rewarding performance 
 Superior leadership 
 Support for career/family values 
(Source: Developed from Leonard 1998; ‘New challenges…’ 1998; ‘Career enjoyment…’ 
1999; Gotcher, Steen & Fletcher-McDonald 1999; ‘IT workers…’ 1999; Hannay & Northam 
2000; Smith 2000; Thibodeau 2001; Khanna 2004; Mapp 2004) 
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Alternative work practices.  There are a number of nonmonetary reward factors that 
influence both the attraction and retention of high technology employees.  
Alternative work practices that allow for variety and flexibility are important.  These 
flexible work-schedule options include job sharing, telecommuting, compressed 
workweeks and flexitime (Robbins & Langton 2003).  Studies indicate that 
alternative work practices assist with the well-balanced lifestyle needs of many high 
technology employees. 
 
Job involvement.  After jobs are accepted, employees appear to pay more attention to 
job involvement.  Job involvement measures the extent to which an employee 
psychologically identifies with the job (Blau & Boal 1987, cited in Robbins & 
Langton 2003).  A number of studies reinforce the importance of enjoyable and 
challenging work, coupled with personal on-the-job growth, for retaining high 
technology employees. 
 
Career development.  Career development opportunities also result in lower turnover.  
Career development programs ensure that the right people are available to meet 
changing staffing needs and, at the same time, provide employees with more realistic 
job expectations (Robbins & Langton 2003).  The willingness to educate employees 
and to develop clear career-development plans, which include non-management 
advancement opportunities, can make a positive impact on turnover ('Career 
enjoyment…' 1999; Dobbs 1999).  A focus on career development programs offers 
valuable benefits to both employees and employers (Dobbs 1999).  
 
Organisational leadership.  Strong leadership communicates competence and 
commitment to high technology employees. Since the mission statement itself often 
transmits corporate values and implied messages, it has been argued that employees 
search for employers with values that are consistent with their own (Levinson 1962, 
cited in Rousseau 1995).  From a management perspective, a number of studies 
clearly attribute a positive relationship with the direct supervisor as one of the most 
significant retention factors (Chisholm 2000; Gooley 2001; Lazar 2001; Gordon & 
Lowe 2002).  It is not surprising, then, that many studies emphasise the importance 
of leadership, culture and values, and commitment to people as key retention factors. 
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As discussed, these influencing factors vary by age and sex (See 'Career 
enjoyment…' 1999; Gotcher, Steen & Fletcher-McDonald 1999; 'IT workers…' 1999; 
Hannay & Northam 2000).  This is an important fact given changes in labour force 
demographics facing the high technology sector over the next few years.  These HR 
challenges reinforce the need to investigate RI 3 and RI 4 outlined previously.  
 
2.2.5 Summary of human resource management issues 
The availability of literature that identifies HR challenges confronting growing firms 
is plentiful.  It is also apparent that the changing business environment is influencing 
the agenda of both employers and employees and not necessarily in the same 
direction.  Further research, however, demonstrates strong support for competitive 
opportunities for employers with a qualified pool of human resources.  Additionally, 
the recent HR role of line managers provides for improved communication between 
managers and employees, and the trend for HR Managers to participate in strategic 
planning promises a stronger relationship between strategy, HR practices and firm 
performance.  These are key trends for growing high technology SMEs where human 
capital is often a differentiating factor. 
 
Although this section addresses a number of contextual issues for gaining a 
competitive advantage with a qualified human capital pool, the literature is silent 
about the impact of company growth on the performance and behaviour of 
employees and, specifically, within the high technology sector.  Further, although 
ample research exists regarding the attraction and retention of employees for this 
industry, the literature does not address the positive or adverse effects of growth on 
the development of human capital.  To summarise, the two additional research issues 
(RI) that warrant further study are as follows: 
RI 3: How does business growth affect the development of a productive 
workforce in high technology firms in the Okanagan Valley region? 
RI 4: What is the perceived relationship between performance 
management and human resource practices in high technology firms in 
the Okanagan Valley region? 
 
Since PM is increasingly used as a tool for managers in providing direction 
(Mohrman & Mohrman 1995), the next section reviews PM literature for its benefits 
and limitations and, in particular, for the high technology sector as an approach for 
enabling a competitive advantage. 
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2.3 Prospects for high technology firms  
Prior research extolling the virtues of PM, or its component performance appraisal, is 
very comprehensive and well documented in the preceding sections.  As well, there 
are generic studies and professional articles detailing shortcomings associated with 
PM processes in firms of different sizes.  Regardless, there exists a distinct lack of 
evidence documenting the successes and failures of PM strategies within the high 
technology sector and, specifically, for growing SMEs.  The purpose of this section, 
then, is first to summarise the limitations attributed to either PM or performance 
appraisal programs and, secondly, isolate two PM trends that attempt to minimise 
some of the identified PM weaknesses.  The final segment summarises competitive 
opportunities available to high technology SMEs. 
 
2.3.1 Limitations of performance management  
Although there are a number of benefits associated with PM systems, there are also a 
number of well-documented concerns.  To facilitate the discussion, the limitations 
have been organised under the following segments: no linking to business strategy, 
influence of leniency and liking, role of line managers, role of HR Managers, 
linkages between PM and HRM, and violating the employment contract. Most of 
these studies focus on research in larger firms and not SMEs. 
 
No links to business strategy.  Many business leaders do not consider PM to be an 
important component of the strategic business plan, but instead, view it as an HR 
initiative (Brown 2002) that provides weak support to managers (Stewart et al. 2003).  
A survey, conducted by the Canadian HR Reporter in conjunction with Watson 
Wyatt, confirmed that only 35 percent of the respondents believed that PM was 
important to top management in developing business strategy (Brown 2002).  In 
addition, the results of an earlier survey, conducted by the American Management 
Association in conjunction with Hewitt Associates, state that most employees have a 
poor understanding of the connection between business strategy and compensation 
and other HR programs (Henry & Bradley 1997).  There appear to be a number of 
valid reasons for the latter.  To begin, most PM processes are deficient for executing 
strategy or are unrelated to strategy (Schneier, Shaw & Beattie 1991).  Secondly, PM 
processes fail to link performance goals to business objectives (Stewart et al. 2003).  
Thirdly, when connections between tasks and outcomes are remote, there is a lack of 
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common understanding of an integrated approach to PM (Henry & Bradley 1997; 
Stewart et al. 2003).  Fourthly, if top management support is missing or managers are 
not accountable for managing performance, the system will not be successful 
(Stewart et al. 2003).  Finally, if a PM process does not exist, there is no method for 
cascading strategy throughout the organisation (Egan 1995). 
 
Leniency and liking.  Lack of accountability leads to the system's greatest deficiency 
(Schneier, Shaw & Beattie 1991); the performance system is either ignored or too 
lenient as the basis for reward allocation (Longenecker & Gioia 1991, cited in 
Schneier, Shaw & Beattie 1991; Robbins & Langton 2003).  Historically, there are 
other leniency influences on appraisal programs.  For example, studies have found 
that raters evaluate more positively when organisational productivity is high than 
when it is low (Cardy & Sutton 1998) and that performance appraisal results also 
depend on the judgment of the appraising manager (Davis & Landa 1999; Stewart et 
al. 2003).  Differing sets of values among managers influence what constitutes 
outstanding, acceptable, or marginal performance (Kennedy & Dresser 2001), and, as 
such, an employee’s performance can reflect the manager's personality more than the 
incumbent's performance (Schneier, Shaw & Beattie 1991).  There is some evidence 
that supervisors submit above-average grades when they have sole discretion over 
the evaluation (Scherreik 2001).  Further, a number of studies reveal an association 
between higher performance appraisal ratings and the supervisor’s liking for 
subordinates (Lefkowitz 2000).   
 
Role of line managers.  Some managers argue for and others against appraisal 
programs (Millett 1998).  Regardless, with or without a formal system, managers are 
continually making performance decisions, which are central to their everyday work 
(Millett 1998; Stewart et al. 2003; Nankervis, Compton & Baird 2005).  Most 
organisations recognise this behaviour and demand a performance appraisal for all 
employees at least annually (Smith, Hornsby & Shirmeyer 1996); for example, 85 
percent of Canadian companies appraise clerical, professional, supervisory and 
management employees (Schwind, Das & Wagar 2005).  Traditionally, however, the 
task of assessing employee performance has been inadequate (Pamenter 2000).  
Since research shows that the immediate supervisor performs the evaluations 95 
percent of the time (Schwind, Das & Wagar 2005), the perceived weak link in the 
system is the line manager (Henry & Bradley 1997).  There appear to be a number of 
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reasons.  First, many managers do not have the communication and process skills 
needed to make performance improvement work (Egan 1995) or are not skilled at 
providing constructive performance feedback (Schneier, Shaw & Beattie 1991; 
Stewart et al. 2003).  Second, managers who have advanced from technical positions 
often lack the necessary management training (Gardner 2002).  Third, too often PM 
is more about exercising control and less about development and improvement (Egan 
1995; McDonald & Smith 1995; Henry & Bradley 1997).  Finally, although many 
organisations encourage managers to develop their employees, few provide the 
framework, processes, skills, and rewards needed for accomplishment (Egan 1995; 
Stewart et al. 2003).  Many performance systems fail to promote learning, teamwork, 
leadership, or market competitiveness (Moravec 1996).  Instead, performance 
systems are frequently paper-driven systems (Mottl 2000; Scherreik 2001), which 
consist of forms, rules and review layers and are viewed as extra work or of little 
benefit by the line managers (Schneier, Shaw & Beattie 1991; Stewart et al. 2003).  
 
Role of human resource management.  Too often, the perception of PM processes is 
that they are HR programs (Nankervis, Compton & Baird 2005) and not as the 
accountability of managers (Schneier, Shaw & Beattie 1991; Egan 1995; Henry & 
Bradley 1997).  One reason is that the HR function is often instrumental in the design 
and evaluation of the performance programs (Egan 1995) because top management 
decides that a performance review system is a good idea and assigns the job to the 
HR department (Henry & Bradley 1997).  In a survey (c. 2001) conducted by the 
Society for Human Resource Management (US), over 30 percent of the HRM 
respondents were dissatisfied with their PM systems (Dayton 2001); a similar 
response was reported on a more recent survey (2003) conducted by TPM/Hudson 
Global Resources (Nankervis, Compton & Baird 2005).  Frequently reported 
deficiencies include a lack of top management support, inadequate leadership 
development and insufficient training infrastructure (Dayton 2001; Brown 2002).  
Too often, the HR department has concentrated on the development of forms and 
processes, which gives PM the predisposition towards that of a report card (Pamenter 
2000). 
 
Linkage between performance and human resource management.  PM systems do 
not attain their potential because their purposes often conflict (Stewart et al. 2003).  
In good economic conditions, many companies use the performance review for 
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granting annual increases, whereas in economic downturns, the evaluations are used 
to terminate weak employees (Scherreik 2001).  Although employees perceive that 
factors other than the job produce their ratings and these job ratings, in turn, are not 
the basis for pay raises (Allan 1994), appraisals continue to be integrated with 
compensation and linked to succession planning and promotional decisions (Davis & 
Landa 1999).  From a practical perspective, many employers justify their 
performance appraisal systems with a pay-for-performance policy, yet the rewards 
for high-performing employees are seldom different from those for mediocre 
performers (Kennedy & Dresser 2001).  Some authors believe that acquiring 
information for salary administration may actually obstruct the ability to gather the 
information needed for feedback and development (Smith, Hornsby & Shirmeyer 
1996).  In support of the latter, others state that performance information should 
assist with basic retention, promotion, and termination decisions but not be used for 
miniscule compensation adjustments (Kennedy & Dresser 2001). 
 
There are a number of studies available, which confirm the inadequate linkages 
between PM and HRM.  To begin, research conducted in 2003 by TPM/Hudson 
Global Resources suggests that organisations and managers do not see the strategic 
relationship between PM, HRM and the ‘bottom line’ (Nankervis, Compton & Baird 
2005).  Secondly, the findings in a 1999 study by researchers Worrall and Cooper 
suggests that middle and junior managers are dissatisfied with the unequal 
distribution of rewards, such as recognition, career opportunities, and remuneration 
(eds. Burchell, Ladipo & Wilkinson 2002).  Thirdly, a 1997 survey conducted by 
Watson Wyatt states that fewer than two in ten employees reported a clear linkage 
between their performance and their pay (Davis & Landa 1999).  Fourthly, the results 
of a 1992 study carried out by the Personnel Management and Manpower Studies 
institutes reveal a preoccupation with the definition of measures that are attached to 
rewards but a tenuous connection with organisational performance (Henry & Bradley 
1997).  Finally, according to editors Burchell, Ladipo and Wilkinson (2002), the 
quantitative data collected by researchers indicates that performance appraisal 
systems tend to increase stress and decrease well-being.  When the interaction 
between PM (line management) and HR (staff experts) is inadequate, it is not 
surprising that there is distrust with PM processes.  The result is that managers do not 
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‘… appreciate the powerful management tool they have at their disposal’ (Nankervis, 
Compton & Baird 2005, p.332). 
 
Employment contract.  Performance reviews that are not timely or provide little 
feedback provide a source for contract violation (Rousseau 1995).  Rousseau lists 
two common types of violations: inadequate feedback and training deficiencies.  A 
number of weaknesses with PM processes account for these violations.  To begin, 
although an annual review schedule is common, the long interval between reviews is 
not suited to many purposes, such as performance feedback and employee 
development (Smith, Hornsby & Shirmeyer 1996; Stewart et al. 2003).  Too often 
improvement efforts centre on the title of the rating scale or the number of categories 
instead of managerial accountability for performance improvement or development 
(Schneier, Shaw & Beattie 1991).  Although finding, keeping, and tracking 
employees is critical to business, the PM process often falls through the cracks 
because it is time-consuming and not a priority (Mottl 2000; Stewart et al. 2003).  
Many assessment tools disregard the existence of systems over which employees 
have very little control, and they undermine teamwork by encouraging employees to 
work individually (Kennedy & Dresser 2001).  The once-a-year activity (Stewart et 
al. 2003) discourages risk taking and is often unreliable and inconsistent as a 
measurement tool (Kennedy & Dresser 2001).  Too often, PM processes are accused 
for concentrating on short-term performance at the expense of long-term planning 
(Kennedy & Dresser 2001) and for excluding qualitative data and competitive 
comparisons (Eccles 1991, cited in Schneier, Shaw & Beattie 1991). New trends are 
appearing to minimise the traditional limitations associated with PM and appraisal 
programs. 
 
2.3.2 Performance appraisal  trends  
The following segment discusses two performance appraisal trends that endeavour to 
reduce many of the limitations discussed above and potentially are of interest to high 
technology SMEs – multiple rating programs and performance appraisal software.  
This segment focuses on some of the advantages and disadvantages associated with 
each.     
 
Use of multiple-rating appraisal programs.  Multiple rating or 360-degree feedback 
programs have emerged in recent years as an important performance appraisal and 
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HR development tool (Hodgets, Luthans & Slocum 1999).  These appraisal programs 
involve more sources of evaluation than conventional appraisals, and they represent 
more than one viewpoint (Fletcher 2001), such as supervisors, peers, subordinates 
(Stewart et al. 2003; Nankervis, Compton & Baird 2005).  Advocates attribute a 
number of benefits to these programs: a) clarification of expected behaviour, b) 
explanation of the link between job and business priorities, c) improvement in the 
quality of feedback, d) identification of the barriers to success, e) support for 
developmental planning, and f) encouragement of performance dialogue (Borland 
2002).  In general, the reliability of self-assessments has been recorded to be in the 
20 percent range and the accuracy of managers has been documented in 40 percent 
range (Borland 2002; Cohen 2002); when these numbers are combined with the input 
from direct reports and peers, the reliability increases to 84 per cent (Borland 2002).   
Nevertheless, there is little research linking the use of multi-source feedback to 
performance improvement, and, at this stage, it is even difficult to attribute more 
objectivity or accuracy to the process (Fletcher 2001).  A 360-degree feedback study, 
conducted in 2002 by the Society of Human Resource Management (US) reported 
that one-third of the businesses experienced performance improvement, whereas 
another third indicated no change, and a final third communicated a decline (Borland 
2002).  
 
Although organisations and HR professionals are generally supportive of the multi-
rater approach, its measurement properties are of concern.  For example, Hodgets, 
Luthans and Slocum (1999) report differences in self and other ratings for 
compensation and promotional purposes.  Further, experience is indicating that peer 
feedback is difficult for senior level managers (Bain 2001), and, as a result, managers 
need training to accept feedback from others (Hodgets, Luthans, & Slocum 1999).  
Nevertheless, managers value peer and upward feedback for developmental purposes 
(Fletcher 2001).  Further, when multi-source feedback is for development only, 
participants tend to assess more openly and accurately (Cohen 2002) and employees 
learn to value the input from others (Stewart et al. 2003).  Although the initial 
purpose of multi-source feedback was for ongoing development, the reality is that it 
has increasingly progressed into part of the formal, annual appraisal process (Geake 
et al. 1998, cited in Fletcher 2001; Stewart et al. 2005).  Any inflation associated 
with 360-degree feedback assessments link to its integration with compensation or 
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the fact that other raters believe appraisal is the job of a manager (Cohen 2002).  
Further, Nankervis, Compton and Baird (2005) caution ‘[T]he organisation’s culture 
must be supportive of this type of [performance appraisal] strategy’. 
 
Use of performance appraisal software packages.  In an effort to eliminate some of 
the time-consuming and paper-intensive limitations associated with the performance 
appraisal component of PM, software applications have focused on guiding the 
appraisers, suggesting proper language, and providing a history of past reviews 
(Mottl 2000).  Several packages offer a more manageable approach for aggregating 
the feedback collected from multiple sources (Fletcher 2001; Stewart et al. 2003) and 
provide a confidential opportunity for employees to request feedback from co-
workers, customers, and indirect managers (Mottl 2000).    Advocates of software 
programs claim that the automation of PM encourages year-round communication, 
continuous management coaching, and career planning.  Other benefits include a 
perceived fairness on the part of employees (Mottl 2000) and the availability of 
information without a formal appraisal review (Fletcher 2001). 
   
Although the evidence on computer monitoring is positive, there are outstanding 
questions about the reactions from those appraised and the impact of ongoing 
feedback on the appraisal session (Fletcher 2001).  On one hand, self-ratings tend to 
be more inflated and less accurate in electronic compared to face-to-face 
communication; on the other hand, the effects of liking on ratings have been fewer in 
electronic communication (Weisband & Atwater 1999, cited in Fletcher 2001).  
Nevertheless, electronic appraisal systems reduce the amount of paperwork inherent 
in multi-rater appraisal systems (Nankervis, Compton & Baird 2005).  The greatest 
limitation with PM software, at this point, is that independent research does not exist 
(Dutton 2001).  Further, its use by high technology firms is unknown from the 
literature review. 
 
2.3.3 Contextual factors for high technology firms  
Many high technology firms compete in markets where innovation is continuous and 
months measure the half-life of knowledge (Torraco & Swanson 1995).  For these 
firms, state-of-the-art knowledge has a strong influence on strategy formulation 
(Torraco & Swanson 1995).  For these reasons, the implementation of PM strategies 
in high technology firms requires consideration of the working definition 
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components and the contextual features identified in section 2.2.  These latter 
features are discussed under the first three segments: organisational structures, team 
arrangements, and human capital.  The final segment addresses implementation 
obstacles. 
 
Organisational structures.  Although downsizing often fails to deliver its intended 
results (Millett & Harvey 1998), it occurs for a number of reasons, such as 
organisational decline, changes in organisational structure, or belief in a smaller, 
leaner and more flexible organisation (Cummings & Worley 2001).  In an effort to 
become closer to customers, various types of restructuring have emerged – horizontal 
organisation, decentralisation of authority, core versus noncore workforces, and team 
management (Flood, Gannon & Paauwe 1996).  PM is a powerful lever for change 
when downsizing and shifting to a more rigorous performance culture (Schneier, 
Shaw & Beattie 1991).  As well as these issues, flatter structures, wider spans of 
control and self-managed teams have revived interest in PM processes (Nankervis, 
Compton & Baird 2005).   Although the discussion is generic and the literature is 
incomplete regarding the high technology sector, these firms are contenders for any 
of the restructuring options identified.       
 
Team arrangements.  Many of these restructurings demand a shift from individually 
to more team-oriented approaches to work (Flood, Gannon & Paauwe 1996) because 
process-focused and multi-functional teams facilitate improvements in productivity, 
customer service and employee morale (Das & ed. Templer 2003).  In lean 
production environments, where the focus is on inter-team dynamics, each team and 
team member is highly dependent on others and, as a result, continuous learning and 
development is fundamental (Sadler 1995).  PM has the capability to encourage team 
members to learn, grow, and develop through continual interaction (Egan 1995), but, 
unfortunately, most organisations have not modified their appraisal systems to meet 
the need of team members (Das & ed. Templer 2003).  Many high technology SMEs 
are strong candidates for a shift from individual to team-focused appraisals.   
 
Human capital.  Since the capability to compete varies among knowledge-based 
firms, organisational learning has been recognised as a means for gaining a 
competitive advantage (Stata 1994, cited in Millett 1998).  The strategies necessary 
for building a learning organisation are based upon five lifelong programs of study 
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and practice: personal mastery, mental models, shared vision, team learning, and 
systems thinking (Senge 1990).  According to Millett (1998), PM provides the 
platform for developing a learning organisation, which has been recognised as a 
strategy for competing in the future.  For the last couple of decades, the need for 
knowledge workers has been the fastest growing in the Canadian labour force, and 
the demand for them is expected to be higher in future (Das & ed. Templer 2003).    
Human capital is a key to success for the high technology industry; unfortunately, 
firms require an investment in resources and time to affect the change and culture 
necessary for developing it (Das & ed. Templer 2003).  It is assumed that a qualified 
human capital pool is vital to the majority of high technology SMEs. 
 
Recognised hurdles.  The implementation of a PM strategy is not without obstacles 
for high technology firms.  To begin, it is not new (Armstrong & Baron 1998), and, 
as discussed, many efforts at implementation have resulted in unsatisfactory results 
(Millett 1998).  Past failures, to implement a PM strategy successfully, have not 
engaged the attention of line managers (Stewart et al. 2003).  As long as PM is 
viewed as an HR program and line managers are not encouraged to accept 
accountability for the process (See Schneier, Shaw & Beattie 1991; Nankervis, 
Compton & Baird 2005), the likelihood for failure will continue.  To succeed, PM 
needs a partnership between line and HR managers (Schneier, Shaw & Beattie 1991; 
Egan 1995; Millett 1998; Stewart et al. 2003).  These hurtles apply to the high 
technology as well as other sectors. 
 
Although generic benefits and limitations are well documented, it is unclear from the 
literature how these strengths and weaknesses and the growing PM trends influence 
applications of PM in high technology firms.  Further, there is little information 
about whether or not key PM processes in high technology firms support their 
competitive advantages.  As well, there is a gap in literature regarding lessons 
learned from the implementation of PM by high technology firms.  Two more 
research issues of interest to this study, then, are as follows:   
RI 5: How do key performance management processes support the 
competitive advantages identified by high technology firms in the 
Okanagan Valley region? 
RI 6: What have high technology firms in the Okanagan Valley region 
learned from their experiences with performance management strategies? 
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2.3.4 Summary of issues for high technology sector  
Since there is insufficient research documenting the use of PM strategies by high 
technology firms, it is difficult to pinpoint the changes required for successful 
implementation in this industry.  To begin, it is not clear from research whether top 
management fully understands the strategic nature of PM and its ability to influence 
business strategy, organisational culture, planned change, and current and future 
performance.  For those high technology firms with some PM components in-place, 
the nature of the existing tools and the extent of integration among them are 
unknown from prior literature.  Modifications to existing PM processes may be 
required in order to support the emerging flatter, decentralised, flexible, and team-
oriented structures often characteristic of high technology firms.  In summary, 
unanswered questions from prior literature in this section are RI 5 and RI 6. 
 
The literature indicates that a qualified human capital pool has the potential for 
delivering a competitive advantage and, additionally, that a learning organisation has 
the capability for building a distinctive and sustainable competitive advantage.  
Without additional in-depth research, it is difficult to assess the extent to which PM 
strategies offer high technology firms a competitive advantage or, for that matter, the 
degree to which their human capital plays a role in obtaining a competitive advantage.  
For this reason, the following section develops a conceptual framework, based on the 
literature review, which illustrates the variables that constitute strategic performance 
management (SPM) processes. 
 
2.4 Development of conceptual framework 
A review of literature suggests that there are PM opportunities for high technology 
firms to develop a human capital pool that offers a competitive advantage and, at the 
same time, to address their identified people challenges.  Nevertheless, the prior 
evidence is more generic in nature and not specific to the high technology sector.  As 
a result it was determined that the development of a conceptual framework would 
best facilitate further research on resolving the problem of how do high technology 
firms in the Okanagan Valley region use performance management strategies to gain 
a competitive advantage. The purpose of section 2.4 is to construct a conceptual PM 
framework for the high technology sector.   The first segment describes the 
 59 
components of the model and the second clarifies the interrelationships between the 
components. 
 
2.4.1 Components in conceptual framework 
The SPM conceptual framework developed for this research study from the literature 
review is specific to the high technology sector (Refer to figure 2.3).  The 
assumption is that human capital is the sustainable competitive advantage for these 
firms.  The working definition, which was developed and tested in section 2.1 of this 
chapter, describes the primary component, Performance Management.  It is proposed 
that its main ingredients include: integration with business strategy, development of 
individual and team performance, focus on training and development, a formal 
appraisal component, line management accountability, and integration with HRM 
and reward practices.  Contextual factors assumed important to this sector include 
flat structures within the firms, an orientation towards teamwork and the need for 
qualified human capital. 
 
Figure 2.3 Strategic performance management conceptual framework 
 
 
 
 
 
 
 
 
 
 
 
 
(Source: Developed for this research study) 
 
The second major component is proposed as Strategic Business Planning, which 
depicts a match between the industry’s competitive conditions and the firm’s 
resources and capabilities, all of which are necessary for crafting a strategy.  The 
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third significant component, Human Capital Pool, is the outcome expected from the 
implementation of strategic performance management (SPM).  In this framework, the 
right human capital pool becomes a sustainable competitive advantage for the high 
technology sector.  That is, in the proposed framework, PM not only executes the 
firm’s strategy but also builds a bridge between the firm’s competitive intentions and 
its realisation of a competitive advantage.  The SPM process shows Human Resource 
Management as a supportive and integrated component to PM.   
 
2.4.2 Interrelationships among components in conceptual framework 
The proposed model illustrates the strategy development and execution roles of PM, 
by directing the input and output flows of information between the Strategic 
Business Planning and Performance Management components.  Although there are a 
number of external and internal inputs to the formulation of strategy, PM is a 
powerful feedback mechanism for measuring results.  From a strategy 
implementation perspective, PM is viewed as one of the most effective vehicles for 
communicating strategy throughout an organisation.  Properly executed, SPM 
provides line managers with the tools necessary to meet the needs of employers and 
employees.  
 
Given a well-trained and competent management team, the proposed framework 
suggests that SPM has the potential to influence the change, learning, and strategic 
direction of a firm and, at the same time, create a positive employment relationship 
for individual and team members.  For this reason, the model portrays a qualified 
Human Capital Pool as the desirable output expected from successful 
implementation of SPM.  The Evaluation and Feedback loop ensures on-going 
monitoring and evaluation between the three major components and ensures that the 
strategy development and execution stages result in a competitive advantage.  When 
implemented successfully, the Human Capital Pool component constitutes the 
competitive advantage for high technology firms in the proposed conceptual 
framework. 
 
Although the Human Resource Management component appears to have less 
influence in the SPM model, the intention is for the HR role to be integrative but 
consulting or advisory in nature.  The communications are two-way between the 
Performance Management and Human Resource Management components to 
 61 
maximise the importance of PM to HRM plans and practices and HRM programs to 
PM.  The assumption is that HRM is both strategic and influential in the 
development of the strategic plans.   
 
From a macro perspective, the proposed SPM conceptual framework encompasses all 
of the ingredients necessary for high technology firms to build a sustainable 
competitive advantage through their employees.  As a result, the SPM conceptual 
framework forms the basis for the interview and case study protocols developed in 
chapter 3.  In addition, it is significant to the theoretical triangulation of findings in 
chapter 4.    
 
2.5 Conclusion 
As discovered, documented evidence is lacking about the implementation of PM 
strategies by high technology SMEs and, in particular, for the purposes of gaining a 
competitive advantage with qualified human capital.  Yet, a qualified human capital 
pool offers a number of unique advantages for these firms.  The purpose of this 
section is to highlight the major research concepts developed from prior literature 
and summarise the research questions and issues identified in this chapter.   The first 
segment highlights the gaps identified by the literature review; the second segment 
summarises the research issues developed throughout chapter 2.  
 
2.5.1 Identification of gaps in literature 
Given the nature of the research problem, PM was examined as a strategy for 
developing a competitive advantage for growing high technology SMEs.  The 
literature available was more than sufficient for the development of a working 
definition of PM and for providing a foundation from which to study the research 
problem.  Although some features of PM are contentious, a review of the subject 
clearly reveals that there are many potential benefits, such as gaining a competitive 
advantage through the development of a human capital pool.  As well, the literature 
reveals that PM is a powerful strategic tool for executing business strategy, for 
leading change, and for promoting a learning environment.  Nevertheless, it is 
unclear from a literature review whether the top management in high technology 
firms fully understand the strategic nature of performance management, and its 
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ability to influence business strategy, organisational culture, planned change, and 
current and future performance. 
   
To investigate whether PM is a useful strategy for alleviating people problems and 
ultimately for gaining a competitive advantage, the literature review continued with 
the identification of the HR issues facing growing SMEs in the high technology 
sector.  Although the search uncovered a number of problems, the predominant one 
was retention of competent employees.  Further, it was uncovered that both the 
attraction and development of employees intertwined with the retention challenge.  
When the equation includes the business environment and the needs of employees, 
the people challenges grow exponentially.  These identified issues represent a 
sizeable dilemma for high technology firms since human capital represents a 
potential competitive advantage for them.  
 
To understand fully the opportunities for high technology firms from PM strategies, 
the literature review searched for strengths, weaknesses and trends of PM processes.  
Consequently, the search uncovered a number of generic prospects and, at the same 
time, revealed several gaps.  In particular, there was a little information about the 
high technology sector, especially in growing SMEs, and its application of PM 
processes.  In the review, the literature identified ten PM applications within the high 
technology sector; despite that, each discussed only some components of the working 
definition developed for this study.  Further, the research methodologies used in the 
studies and articles were weak.  As well, since there is limited research documenting 
the use of PM by high technology firms, it is difficult to pinpoint the changes 
required for successful implementation in this industry.  Without additional in-depth 
research, the extent to which PM strategies offer growing high technology SMEs a 
competitive advantage is unknown. Accordingly, the specific research issues 
developed throughout this chapter are summarised in the following segment. 
 
2.5.2 Key research issues 
The Okanagan Valley region, which contains almost 300 high technology firms, was 
selected to investigate the research problem identified for this study – how do high 
technology firms in the Okanagan Valley region use performance management 
strategies to gain a competitive advantage?  Almost 60 percent of these small and 
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medium enterprises (SME) have five or fewer employees.  This exploratory research 
specifically targets those with 20 or more employees.     
 
To explore fully the attributes associated with a PM strategy, the following research 
issues requiring further attention surfaced from the literature review: 
RI 1:  How do high technology firms in the Okanagan Valley region 
define performance management? 
RI 2:  How do high technology firms in the Okanagan Valley region 
describe their competitive advantage? 
RI 3: How does business growth affect the development of a productive 
workforce in high technology firms in the Okanagan Valley region? 
RI 4: What is the perceived relationship between performance 
management and human resource practices in high technology firms in 
the Okanagan Valley region? 
RI 5: How do key performance management processes support the 
competitive advantages identified by high technology firms in the 
Okanagan Valley region? 
RI 6: What have high technology firms in the Okanagan Valley region 
learned from their experiences with performance management strategies? 
 
There is little prior research available to answer these issues or to clarify whether PM 
strategies are suited to the needs of growth-oriented high technology SMEs.  
Nevertheless, a preliminary review of the literature on SPM indicates that there are a 
number of opportunities for implementation of PM in the high technology industries.  
Only further research will test whether PM offers a winning formula for securing a 
competitive advantage in world markets.  The following research assumes that 
growing SMEs with 20 or more employees are the potential benefactors of PM 
strategies. 
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CHAPTER 3 – METHODOLOGY 
The previous chapter reviewed existing literature and research studies pertaining to 
the experiences of growing high technology firms for gaining a competitive 
advantage from performance management strategies.  This prior knowledge provided 
the basis for crafting a conceptual framework, which was used for formulating the 
research design and methodological processes outlined in the following chapter.  The 
purpose of chapter 3, then, is to select a paradigm to guide the study and to develop a 
research design and methodology for investigating the research problem and issues 
introduced in chapter 1 and developed in chapter 2.  In order to justify the 
approaches taken, this chapter has nine sections plus a conclusion. 
 
The first section discusses five paradigms or basic belief systems that guide 
researchers.  It investigates the suitability of each for resolving the research problem 
and, ultimately, selects the realism paradigm.  The second section compares 
quantitative and qualitative methodological traditions and justifies the selection of a 
qualitative approach – specifically, a case study strategy for this inquiry.  The third 
section discusses the decision steps applied for determining a suitable research 
design.  The fourth section describes the selection criteria used to identify seven 
growing high technology firms, as well as the pilot-case firm.  The fifth section 
details the processes and instruments used for collecting the data.  The sixth section 
traces the procedures followed for collecting data from the pilot firm and identifies 
any resulting revisions to the data gathering methods.  The data analysis, seventh 
section, begins with data preparation and treatment and continues with a description 
of the individual firm and cross-case techniques used to identify performance 
management behaviours, patterns, and themes.  The eighth section highlights the 
procedures followed for minimising those limitations associated with qualitative 
research and, specifically, a case study strategy.  The final section emphasises the 
importance of ethical behaviour and practices throughout the research study.  The 
chapter conclusion summarises the most important decisions adopted in chapter 3. 
 
3.1 Justification for the paradigm 
A paradigm or basic belief system guides the researcher (Guba & Lincoln 1994) and 
influences the overall conceptual framework of the research (Perry, Riege & Brown 
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1998).  For this reason, this section begins with a description of the five primary 
paradigms that signify alternative views of the world: positivism, realism, critical 
theory, constructivism (Guba & Lincoln 1994), and participatory (Lincoln & Guba 
2000).  It then investigates the suitability of each paradigm to the current study and, 
finally, argues that realism is the most appropriate paradigm to guide this research. 
 
Alternative inquiry paradigms compete on three fundamental but interconnected 
assumptions: 
1. Ontology, which refers to the form and nature of the reality that 
researchers investigate; 
2. Epistemology, which explains the relationship between the researcher 
and that reality; and 
3. Methodology, which defines the techniques used by the researcher to 
examine that reality (Guba & Lincoln 1994; Healy & Perry 2000).   
 
The various schools of thought, however, are not independent and mutually exclusive 
but rather located on a philosophical continuum (Deshpande 1983).  Further, Lincoln 
and Guba (2000) argue that the boundaries between them are continually shifting 
(Refer to figure 3.1). 
 
Figure 3.1 Paradigm continuum  
Positivism Realism Critical Theory Constructivism Participatory 
 
 
Objective Subjective 
(Source: Developed from Deshpande 1983; Guba & Lincoln 1994; Perry, Riege & Brown 
1998; Lincoln & Guba 2000) 
 
Since researchers should not proceed with a business inquiry without being clear 
about the paradigm that informs and guides the approach (Guba & Lincoln 1994), a 
discussion of each primary paradigm precedes the justification for the paradigm 
selected for this study. 
 
3.1.1 Positivism 
The positivism paradigm is most often associated with scientific research where 
reality is understood or at least recognisable, and the researcher does not intervene in 
the inquiry itself (Guba & Lincoln 1994).  The objectives of the researcher are to 
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measure and analyse causal relationships between variables and to obtain consistency 
over time and within similar conditions (Perry, Riege & Brown 1998).  As a result, 
the preferred methodology is experimental and manipulative (Guba & Lincoln 1994), 
the data collection techniques are controlled (Perry, Riege & Brown 1998), and the 
data and its analysis are essentially value-free (Healy & Perry 2000).  The positivism 
paradigm is a theory-testing inquiry and deductive in its approach (Perry, Riege & 
Brown 1998). 
 
3.1.2 Realism 
Realism, which is also known as postpositivism or critical realism, assumes that the 
understanding of reality is imperfect because human intelligence is flawed and 
phenomena are not easily manipulated (Guba & Lincoln 1994).  Although the 
researcher and participants are not independent entities, as in positivism, the 
emphasis on objectivity remains an ideal.  The methodologies used do not investigate 
cause and effect relationships and instead are process-oriented and more concerned 
with underlying causal tendencies (Bhaskar 1978, cited in Perry, Riege & Brown 
1998).  The understanding of more natural settings, the collection of situational 
information, and the establishment of meaning to actions increase with qualitative 
techniques (Guba & Lincoln 1994). 
 
3.1.3 Critical theory 
Critical theorists evaluate the political, cultural, economic, and social values of their 
subject matter and transform these social realities along with historical patterns 
(Perry, Riege & Brown 1998) into a virtual or historical reality (Guba & Lincoln 
1994).  Critical theory inquires about the ideologies and values behind findings 
(Healy & Perry 2000).  Further, the researcher and the investigated object are 
interactive and linked with and influenced by the researcher’s values (Guba & 
Lincoln 1994). 
 
3.1.4 Constructivism 
Constructivism recognises reality as multiple realities constructed in people’s minds 
(Healy & Perry 2000).  Similar to critical theorists, constructivists investigate the 
meaning of ideologies and values beneath a finding because perception is the most 
important reality (Perry, Riege & Brown 1998).  The researcher is a passionate 
participant in this multi-voice construction of reality (Guba & Lincoln 1994). 
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3.1.5 Participatory 
The participatory paradigm, identified by Lincoln and Guba (2000), is a more recent 
addition to the continuum.  In this paradigm, reality is a co-creation of the mind and 
the harmony and order of the universe.  Since the researcher participates and 
transacts with this view of reality, implemented research methods are collaborative, 
grounded, and experiential in nature. 
 
Although the basic beliefs outlined share some common attributes, there are a 
number of key differences in their approaches to reality, the level of researcher 
involvement, and the methods used for investigation.  To begin, the positivist belief 
is inappropriate for social science inquiries, which involve humans and their real-life 
experiences (Healy & Perry 2000).  The purpose of the study under investigation is 
not to discover a cause and effect relationship or to confirm an existing theory but 
instead to explore new theory opportunities.  The importance of understanding PM 
strategies and their potential use for gaining a competitive advantage necessitates 
researcher involvement in the study itself.  The latter point aligns with the other four 
paradigms, which acknowledge participation in real-world life for understanding 
better its properties and features (Healy & Perry 2000). 
 
In contrast, according to Healy and Perry (2000), the critical theory paradigm is not 
appropriate for research that requires an understanding of the actions of decision 
makers.  Likewise, the constructivism paradigm is seldom suitable for business 
research because the economic and technical dimensions of business are too often 
excluded (Hunt 1991, cited in Perry, Riege & Brown 1998).  Presumably, the latter 
concern also applies to the participatory paradigm, which focuses on the state of the 
universe.  The subjective researcher-participant relationship inherent in these three 
paradigms is also inappropriate for this research study.  Instead, interview and case 
protocols, triangulation of data, and submissions for supervisory review regulate an 
objective relationship between the researcher and participants.  Further, the study 
under investigation does not attempt to change the actions or approaches of decision 
makers but rather endeavours to understand their approaches to strategy formulation 
(Healy & Perry 2000) and, specifically, the competitive advantages associated with 
PM strategies. 
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Given the previous discussion, the orientation of the realism paradigm aligns best 
with the study under investigation.  Based on the responses to the questions of 
ontology, epistemology and methodology, the realism paradigm is well suited to the 
conceptual framework required for guiding this inquiry (Refer to table 3.1).   
 
Table 3.1 Basic beliefs of realism 
 Questions Responses  
Ontology What is the form and nature of 
reality and what is there that can 
be known about it? 
This study of performance management (PM) 
strategies assumes that reality exists and PM 
strategies are implemented in high technology 
organisations, even though imperfectly 
perceived by the participants involved.  As 
such, multiple sources of data have been 
included in the methodology. 
Epistemology What is the nature of the 
relationship between the knower 
and the inquirer or what can be 
known? 
The collection of primary data necessitates an 
interpersonal relationship between the 
researcher and the participants.  As such, 
each interview was taped, transcribed and 
reviewed by the interviewee to reduce potential 
bias and to increase accuracy. 
Methodology How can the inquirer go about 
finding out whatever he or she 
believes can be known? 
For this exploratory study, a qualitative and, 
specifically, a case study strategy facilitated 
the data collection and analysis needs.  The 
case study approach was replicated with 
several high technology firms and multiple 
interviews were conducted within each firm.  A 
critical examination of each firm’s data 
included triangulation of the interviewees’ 
perceptions and other sources of evidence to 
improve the picture of reality.   
(Source: Developed for this study from Guba & Lincoln 1994; Perry, Riege & Brown 1998) 
 
As further justification for this selection, Perry, Riege and Brown (1998, p.10) argue 
that the realism paradigm is appropriate for complex social phenomena in marketing 
research ‘… because of the nature of its reality, the required relationship between 
reality and the researcher, and the related methodologies’.  Similarly reasoned, PM 
strategies and their implications for a competitive advantage are equally complex 
social phenomena.  In addition, the current research requires a realistic setting in 
which the collective viewpoints of participants are used to determine the meanings 
that individuals assign to their actions (Guba & Lincoln 1994).  As mentioned, the 
researcher-participant relationship in this study is ideally objective because the 
potential biases have been controlled by protocols, data triangulation, and frequent 
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reviews.  Finally, the qualitative methodology, specifically the case study approach, 
better addresses the how research question presented in chapter 1 (Yin 1994). 
 
Frequently, quantitative methodologies are associated with the positivism end of the 
paradigm continuum and qualitative ones are aligned with the opposite end – 
constructivism and participatory.  From the perspective of Guba and Lincoln (1994), 
however, either quantitative or qualitative research methods are potentially useful for 
any of the research paradigms. 
 
3.2 Justification for methodology 
Methodological appropriateness is a primary criterion for judging the quality of the 
methods used in research inquiries (Patton 2002).  The following section discusses 
the rationale for selecting a qualitative methodology and, specifically, a case study 
approach for this inquiry.  The first segment compares the similarities and 
differences between quantitative and qualitative methodologies and continues with a 
justification for the qualitative approach taken.  The second segment details the 
reasons for selecting a case study strategy. 
 
3.2.1 Quantitative and qualitative traditions 
Traditionally, sciences have relied heavily on quantitative methodologies.  Often, 
those well suited to quantification are known as hard, whereas less quantifiable 
sciences and social sciences are referred to as soft to indicate their lack of precision 
(Guba & Lincoln 1994).  In fact, a persistent belief still exists that only quantitative 
data are valid and of high quality (Sechrest 1992, cited in Guba & Lincoln 1994).  
Frequently, it is proposed that the role of qualitative inquiry is only worthwhile as an 
initial step prior to the implementation of a quantitative one (Hyde 2000).  In contrast, 
counter-pressures have emerged against quantification that not only challenge the 
basic assumptions and superiority of the quantitative tradition but also support the 
usefulness of qualitative methods (Guba & Lincoln 1994).  In response to these 
pressures, multiple paradigms are now claiming the use of qualitative research 
methods and strategies (eds. Denzin & Lincoln 2000). 
 
For the researcher, three initial considerations are significant when selecting among 
quantitative or qualitative research methods.  The first issue concerns the search for 
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knowledge.  Quantitative research studies investigate cause and effect relationships 
between variables (Stake 1995; Perry, Riege & Brown 1998; eds. Denzin & Lincoln 
2000).  In contrast, qualitative investigations are situation-oriented, explore 
unexpected as well as expected patterns (Stake 1995), and emphasise processes and 
meanings that are not experimentally examined or measured (eds. Denzin & Lincoln 
2000).  The second issue is associated with hypotheses.  Quantitative techniques are 
used more appropriately for hypothesis testing, whereas qualitative research is aimed 
at the development of new hypotheses or propositions (DeRuyter & Scholl 1998).  
The third distinction relates to population.  Quantitative methodologies search for 
general characteristics of a population and ignore details associated with each 
particular element; qualitative ones, on the other hand, pursue explanations of each 
precise or unique element because the study’s conclusions must account for specifics 
of every situation (Hyde 2000).  Further, quantitative methods depend on larger 
random samples of the population, whereas qualitative ones focus on a smaller 
number of individuals and cases (Patton 2002). 
 
Three additional differences warrant the researcher’s attention when determining a 
quantitative versus qualitative methodology are degree of control, interaction 
between researcher and participants, and generalisability of results.  From a control 
perspective, quantitative researchers pursue explanation and control and regard 
unique situations as errors; conversely, qualitative researchers consider the 
uniqueness of individual situations to be important to their understanding of complex 
interrelationships (Stake 1995).  The role of the researcher is the next important 
distinction.  In quantitative studies, there is an attempt to limit the role of personal 
interpretation for the period between the research design and the time when the data 
are collected and analysed statistically (Stake 1995).  In qualitative studies, there is 
often interaction between the researcher and the interviewees when attempting to 
secure an in-depth understanding of the situation (eds. Denzin & Lincoln 2000).  The 
third consideration is generalisability of results.  With quantitative findings, it is 
possible to measure the reactions of many individuals with a limited number of 
questions, which facilitates the comparison and statistical aggregation of data and 
allows for broad generalisable findings (Patton 2002).  In fact, generalisation to other 
settings or situations is an important goal of quantitative methodology (Stake 1995; 
Sekaran 2000).  By comparison, the use of qualitative methods results in an increased 
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understanding of the situations studied but a reduction in generalisability (Patton 
2002). 
 
More scholars now believe that both quantitative and qualitative methods are suitable 
with any research paradigm (Guba & Lincoln 1994).  Since neither quantitative nor 
qualitative methodologies are unified bodies of philosophy or techniques (Mason 
1996), there are a number of social scientists, for example, that subscribe to the view 
that each method can lead to valid research findings without relying on the other for 
respectability (Hyde 2000).  More frequently, quantitative and qualitative data are 
collected for the same study (Patton 2002), are employed in a complementary fashion 
(DeRuyter & Scholl 1998), and do not involve an either-or methodological choice 
(Mason 1996).  This increased interest in hybrid techniques allows the strong points 
of one to balance the weak points of the other (DeRuyter & Scholl 1998).  For this 
study, the question is whether a quantitative, qualitative, or combination 
methodology is most appropriate (Refer to table 3.2).  
 
Table 3.2 Advantages and disadvantages of qualitative methodology  
Advantages Disadvantages 
 Discovery process 
 Contextual information 
 Behavioural insights 
 Interdependent values & facts 
 Small firm numbers 
 Methodological rigor 
 Analytic generalisation 
 No cause & effect relationships 
 No value-free posture 
 Less theoretical rigor 
 Not testable 
 Less precision & confidence 
 No statistical generalisability 
(Source: Developed for this study from Guba & Lincoln 1994; Yin 1994; Perry, Riege & 
Brown 1998; Sekaran 2000; Patton 2002) 
 
There are number of reasons that inherently justify the use of qualitative methods for 
this particular study.  To begin, the study is exploratory in nature.  That is, there is 
little prior research as to how growing high technology firms use PM strategies for 
gaining a competitive advantage.  As a result, it was anticipated that learning from 
high technology firms located in the Okanagan Valley region would result in theory-
building or development of propositions.  This learning requirement, in turn, 
determined the need for comprehensive contextual information, which is associated 
with a qualitative orientation.  For example, it was necessary to understand the 
 72 
meaning, purpose, and insight behind human behaviour (Guba & Lincoln 1994) to 
appreciate the effect of individuals on the implementation of PM strategies.  This 
qualitative approach to data collection recognises that values and facts are 
interdependent (Guba & Lincoln 1994) components in this study.  Finally, a more 
practical but still inherent reason for the qualitative approach was the limited number 
of high technology firms located in the Okanagan Valley region with 20 or more 
employees. 
 
Most of the disadvantages of qualitative methodology are also the advantages of a 
quantitative methodology.  Rigor and generalisability, however, are disadvantages or 
advantages for qualitative methods depending on the needs of the study.   
 
3.2.2 Rationale for the case study method   
When rigorously conducted, the case study method of research is appropriate for the 
realism paradigm (Perry, Riege & Brown 1998).  Yin (1994) defines a case study as 
an empirical inquiry that investigates a contemporary phenomenon within its real-life 
context.  There are six combinations of case study research from which to select - 
single-case and multiple-case studies and, within each, exploratory, descriptive, or 
explanatory types of cases.  The multiple and exploratory case study was selected for 
this research study.  That is, seven replicating cases followed an initial pilot single-
case study, and the study was exploratory in nature because it focused on the 
development of propositions for future studies (Yin 1994). 
 
According to Yin (1994), exploratory case studies are a preferred strategy when a 
how question is under investigation, the researcher has little control over the events, 
and the study requires a real-life context.  The study under investigation fulfils these 
three criteria.  First, this study is searching for processes associated with how firms in 
the high technology sector use PM strategies to gain a competitive advantage.  
Second, the approach is preferred for examining contemporary PM events over 
which there was little control and uncovering managerial behaviours that were not 
manoeuvrable.  Third, the selection of a case study approach was deliberate since the 
study is exploring and analysing the processes and challenges associated with PM 
strategies and their potential for obtaining a competitive advantage.  A real-life 
context was required for acquiring insights about strategy implementation and 
understanding competitive opportunities.  This need for relevant, in-depth, and 
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contextual detail (Yin 1994; Cooper & Schindler 2003) and comprehensive coverage 
(DeRuyter & Scholl 1998) strengthened the decision for a multiple and exploratory 
case study approach. 
 
Three significant concerns with the case study research deserve discussion: a) 
inductive versus deductive reasoning, b) statistical versus analytical generalisation, 
and c) theoretical versus methodological rigor.  From a reasoning perspective, the 
inductive nature of case study research is more often emphasised because of the 
development of original concepts, whereas deductive reasoning is usually associated 
with the confirming or disconfirming elements of prior theory (Parkhe 1993; Patton 
2000).  In this design, induction and deduction processes merge because this research 
involves both prior theory and theory emerging from the data collected (Parkhe 1993; 
Miles & Huberman 1994; Perry 1998).  As detailed in section 3.6, the study was 
initially inductive in its approach with the pilot case firm.  That is, the results of 
convergent interviews with industry experts and prior theory informed the data 
collection instruments (Perry 1998).  Subsequently, participants in the pilot study 
provided feedback.  The latter contributed to the refinement of interview and case 
protocols (Yin 1994) followed for the data collection and analysis of each case.  
Finally, deductive reasoning facilitated cross-case analysis of the high technology 
firms (Perry 1998).  This combination of induction and deduction processes provided 
the basis for analytical generalisation (Miles & Huberman 1994; Perry 1998).  
 
Establishing external validity has been an obstacle for the case study approach (Yin 
1994).  The argument focuses around statistical versus analytical generalisation.  
Critics of case-study research assert that single-case studies provide a poor 
foundation for statistical generalisation to other case studies (Yin 1994).  
Alternatively, supporters contend that case research is aiming for analytical 
generalisation of results to a broader theory (Miles & Huberman 1994; Yin 1994).  
The difference is in sampling logic – probability in the former and replication in the 
latter (Yin 1994; Perry 1998).  In this study, multiple-case sampling allowed the 
researcher to view processes and outcomes across many cases and to confirm the 
generic nature of the emerging theory (Miles & Huberman 1994).  That is, the use of 
multiple high technology case studies offered the potential for analytic generalisation 
of findings (Yin 1994), which is one of the criteria for rigorous research. 
 74 
Theoretical rigor increases when the focus is on selected variables that are stripped 
contextually (Guba & Lincoln 1994).  This standard of rigor is by definition a 
problem for case study research, which is contextual by nature.  Instead, a good 
theoretical base and well thought-out methodology add the necessary rigor to a 
purposive research study (Sekaran 1992).  Rigor was addressed in this study by 
careful, scrupulous, and exact research processes (Sekaran 1992) and with validity 
and reliability testing (Yin 1994), all of which are detailed in section 3.8 of this 
chapter. 
 
Many of the previous arguments influenced the decision to pursue a multiple-case 
research approach, but the primary one was the need to understand complex incidents 
and, at the same time, retain real-life characteristics.  Once it was determined that a 
qualitative approach, and specifically the case study method, was the preferred 
methodology for this investigation, the researcher formulated the research design. 
 
3.3 Research design 
In determining the most appropriate research design, a series of decisions determined 
the means and methods necessary for accomplishing the needs of the study (Davis 
2005).  Early in the process, then, it was recognised that qualitative research designs 
were iterative and continued throughout an entire study; nevertheless, it was 
determined that some structure would generate more informed and consistent 
decisions (Maxwell 1996).  The following section details the qualitative design 
components used in this study.  It follows a model, which contains five interactive 
components: purposes, conceptual context, research questions, methods, and validity 
(Refer to figure 3.2). 
 
3.3.1 Purposes 
In addition to personal purposes, there are practical and research purposes for the 
research study.  Practical purposes focus on accomplishment, whereas research 
purposes are target understanding.  From a practical perspective, the goal of this 
exploratory research study was the creation of new theory or development of 
propositions.  The research purpose for this inquiry was to study PM strategies, but it 
was the influence of context and the perspectives of participants that produced the 
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understanding of those physical processes and behaviour patterns necessary for 
theory-building (Maxwell 1996). 
Figure 3.2 An interactive model of research design 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
(Source: Adapted from Maxwell 1996) 
 
3.3.2 Conceptual context  
A thorough literature search, expert sources, personal experience and, subsequently, 
the pilot case study informed the theoretical basis for the study.  Initially, the 
literature search, which included the investigation of existing theory and research, 
made possible the construction of a conceptual framework for strategic PM.  Expert 
opinions and the researcher’s background knowledge shaped the selection of 
components and their interrelationships.  Further, feedback collected from the pilot 
case firm aided with inductive development of the concept.  The perspectives of pilot 
study participants brought meaning and understanding to the conceptual framework 
and to the interview protocol developed in section 3.5 (Maxwell 1996). 
 
3.3.3 Research issues 
The development of the research issues followed the purposes and contextual stages.  
For example, given the practical and research purposes for the study, the research 
issues were formulated and refined throughout the literature review.  Otherwise, they 
Conceptual context: 
 Review of literature 
 Expert opinion 
 Researcher’s experience 
 Pilot study firm 
Methods: 
 Participant interviews  
 Brief firm survey 
 Single firm data analysis 
 Cross-case data analyses 
Validity: 
 Multiple sources of evidence 
 Triangulation of sources and theories 
 Comparison of multiple cases 
 
Research issues: 
 Definition of performance management 
 Description of competitive advantage 
 Effect of growth on development of workforce 
 Relationship with human resources   
 Key processes supporting competitive advantage 
 Lessons learned from performance management 
Research Problem:  How do high technology firms in the Okanagan Valley region 
use performance management strategies to gain a competitive advantage?  
Purposes: 
 Develop model and research issues  
 Identify processes for theory-building 
 Propose propositions for future 
research 
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remained sensitive and adaptable to the other design components.  As well, they 
offered opportunities for gaining an in-depth understanding of events taking place 
and critically challenging the assumptions in the study.  Finally, they supported the 
inductive development and deductive testing of existing theory and determination of 
the most appropriate data collection and analysis methods for the study (Maxwell 
1996). 
 
3.3.4 Methods 
The need for in-depth contextual detail supported use of case studies (Cooper & 
Schindler 2003) as one of the design features.  Further, the qualitative methods used 
in this study were pre-structured and consisted of four main decisions: kind of 
researcher-participant relationship, type of purposive sampling, methods of data 
collection, and strategic approaches to data analyses (Maxwell 1996).  The case 
study protocol, developed in segment 3.5.1, details the structure.  That is, it addresses 
the general procedures followed with each firm and each participant and contains a 
complete schedule of documents used for gaining entry, establishing rapport, and 
communicating free and informed consent.  The relationship with each participant 
was traditional in that the interviewer asked prescribed open-ended questions.  
Unstructured probe questions allowed for a focus on particular events and assisted 
with a greater understanding of specific processes and outcomes (Maxwell 1996). 
 
Purposeful sampling was deliberately employed to provide for an information-rich 
inquiry from a small sample (n=8) of cases (Patton 2002).  As discussed, the number 
of high technology firms located in the Okanagan Valley region with twenty or more 
employees was limited.  Further, the exploratory nature of the study aligned with the 
purposeful sampling goal of achieving a representative or typical sample of high 
technology firms (Maxwell 1996; Patton 2002).   
 
Since the primary goal of the study was exploratory in nature, the following 
combination of field studies was judged as most appropriate for collecting the data: 
literature searches, multiple-case studies, and experience surveys (Davis 2005).  A 
comprehensive literature review isolated the body of knowledge available on PM 
strategies and revealed the gaps in information about their use for gaining a 
competitive advantage (Perry 1998).  Each individual case study relied on multiple 
sources of information, which were converged in a triangulating fashion and guided 
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by the strategic PM conceptual framework developed in chapter 2 (Yin 1994).  
Complete data gathering procedures follow in section 3.5. 
 The analysis adopted three perspectives: coding for categorising data and developing 
theoretical concepts, memos for facilitating analytical thinking and insights, and case 
studies for conceptualising the processes and behaviours (Maxwell 1996).  In 
addition, the analysis employed three additional activities: data reduction, data 
display, and conclusion drawing and verification.  Data reduction facilitated the 
mining and organising of data into themes and clusters, whereas data displays 
permitted the assembly and design of information into matrices and tables (Miles & 
Huberman 1994).  Conclusion drawing was an iterative process, which manifested 
itself throughout the data collection and analysis stages; that is, this component 
influenced the meaning and decisions that transpired during data reduction and 
display (Miles & Huberman 1994).  Section 3.7 details the data analysis procedures 
used for this study. 
 
3.3.5 Validity 
Validity is a goal of qualitative research, which depends on the relationship of the 
investigation’s conclusions to the real world (Maxwell 1996).  For this reason, the 
study design addressed three potential validity threats: descriptive, interpretive, and 
theoretical.  Valid description refers to the accuracy and completeness of the data 
(Yin 1994; Maxwell 1996).  The research controlled accuracy and completeness by 
audio recording and transcribing the interview sessions and requesting participants’ 
reviews of their transcriptions.  Valid interpretation focuses on the understanding and 
meaning of the information.  The case study protocol and the interview process, with 
an open-ended line of questioning, guided understanding and meaning.  A major 
threat to theoretical validity is neglecting discrepancies and alternative explanations 
to the findings (Maxwell 1996).  As such, the data collection and analysis decisions 
outlined in methods (segment 3.3.4) provide for inclusion of theoretical 
inconsistencies and alternative arguments. 
 
The descriptive, interpretative, and theoretical validity of each case’s conclusions 
depends on the internal generalisation to the firm as a whole; external generalisation, 
however, extends the conclusions beyond each individual firm to a larger population 
(Maxwell 1996).    Instead, this study supported analytic generalisation since the 
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previously developed theory and the multiple-case approach offered opportunities for 
comparing the single-case results (Yin 1994).  The strategies and tactics 
implemented to achieve internal and external validity are contained in section 3. 8. 
 
3.4 Criteria for case selection  
A qualitative research design requires the definition of the unit of analysis, plus 
decisions about the sample size and sampling strategies.  That is, to facilitate cross-
case comparisons and a rigorous analysis of the data, each case study must be 
carefully selected (Yin 1994; Perry 1998).  For this research, each case was an 
experiment and replication was the logic for analysing the multiple-case data (Yin 
1994).  Similar to multiple experiments, the case results from replication are either 
similar (literal replication) or different (theoretical replication) (Yin 1994; Perry 
1998).  The following segments detail the planning and rationale used for 
determining the unit of analysis, selecting the case studies, and deciding on the most 
appropriate sampling framework for this research investigation. 
 
3.4.1 Unit of analysis 
One of the strengths of a qualitative design is the holistic view of its unit(s) of 
analysis (Patton 2002).  The selection of the unit of analysis, in turn, demands 
specific data collection and analysis methods and affects the posture of findings and 
conclusions.  In selecting the most suitable unit, then, the researcher must decide the 
information needs at the end of the study (Patton 2002).  For this investigation, the 
unit of analysis was the high technology firm with twenty or more employees and 
located in the Okanagan Valley region.  The collection of data, however, was at the 
managerial level – executives, line managers, and HR managers or designates.  
Selection of the managerial level supported the purpose of the research study, which 
focuses on competitive advantages associated with the PM strategies executed by 
high technology firms.  Once the unit of analysis was determined, the next step was 
to decide on sample size. 
 
3.4.2 Purposive case selection  
Since qualitative research is subjective and stresses processes that are not 
experimental by nature, it produces detailed information about a smaller number of 
individuals and cases (Patton 2002).  Ideally, theoretical saturation determines the 
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number of cases; that is, the point at which incremental learning is negligible 
(Eisenhardt 1989).  Perry (2002a) suggests that four to twelve qualitative case studies 
are sufficient for doctoral research, and Eisenhardt (1989) cautions that fewer than 
four are insufficient for complex theory generation.  Yin (1994) argues that, although 
there is a higher degree of certainty and external validity when more cases are used, 
fewer are required when there is little risk that the environment will produce 
variation for the issues under study.  This research assumes that growing high 
technology firms from the Okanagan Valley region have similar exposure to political, 
economic, socio-cultural, and technological issues.  For these reasons, the high 
technology firms were qualified intentionally on a theoretical as opposed to a 
statistical basis (Eisenhardt 1989; Yin 1994; Stake 1995; Perry 1998). 
 
Given the exploratory nature of this research and the cross-case foundation necessary 
for theory-building insights (Perry 2000a), the final selection included seven research 
cases plus a pilot case study.  Purposeful sampling was deliberately employed to 
provide for an information-rich inquiry from a small sample (n=8) of cases (Patton 
2002).  Further, the goal of the purposive selection was to realise a representative or 
typical sample of growing high technology firms (Miles & Huberman 1994; Maxwell 
1996; Patton 2002).  Within each case, the selection of managers consisted of a 
maximum of five managers and where feasible from different hierarchical levels 
(Perry 1998).  Otherwise, the existence of executive and line managers dictated the 
minimum number of interviews conducted.  These multiple sources of evidence 
assured a rich and deep description (Perry 2000a). 
 
3.4.3 Sampling framework 
There is a range of sampling strategies, which are suitable for within-case or across-
case research (Miles & Huberman 1994).  For this study, the strategy implemented 
was homogeneous sampling in order to focus on firms that were growth-oriented and 
performance-oriented (Miles & Huberman 1994; Patton 2002).  Selecting a relatively 
homogeneous sample provided opportunities for more confidence in the study’s 
conclusions (Maxwell 1996).  In addition, the cases were selected based on expert 
opinion (reputational selection), on relevant characteristics (comparable selection), 
and for meeting quality assurance standards (criterion selection) (Miles & Huberman 
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1994).  Further, to some extent, the selection of each case depended on the 
conceptual framework developed from the prior theory (Perry 1998). 
A number of criteria formed the decision making for case acceptance or rejection in 
this study.  The first consideration was geographical proximity – each firm was 
located in Okanagan Valley region and, specifically, within one of three regional 
districts (Central Okanagan, Okanagan-Similkameen, or North Okanagan).  Firm size 
(20 or more employees) was the second consideration since line managers implement 
PM processes.  Once the firms were qualified on these two criteria, there were other 
selection factors.  That is, given the research questions, selection considered whether 
the case was typical or representative of growing high technology firms (Miles & 
Huberman 1994).  Next, it was important to maximise the learning necessary for 
understanding PM processes and their potential for creating a competitive advantage 
(Miles & Huberman 1994; Stake 1995).  Willingness of firms and motivations of 
their managers to contribute to the study were also deciding factors (Stake 1995).  
Finally, the researcher’s resources of time and finances were limiting constraints 
(Miles & Huberman 1994; Stake 1995). 
 
In addition to the above criteria, it was important to create a frame to uncover, 
confirm, or qualify the processes under study (Miles & Huberman 1994).  Sampling, 
then, involved not only the participants but also the settings, events, and processes 
necessary for determining how the interviewees made sense of PM processes (Miles 
& Huberman 1994).  As such, the fieldwork employed the following sampling 
parameters: settings, actors, events, and processes (Refer to table 3.3).  The planned 
work settings encouraged participating managers to recall PM experiences in familiar 
and real-life situations. 
 
Table 3.3 Sampling parameters for fieldwork  
Parameter Research Choice 
Settings  Offices or meeting rooms within each high technology firm 
Actors   Managers from various functions or different hierarchical levels 
Events  Individual participant interviews and other opportunities 
Processes  Performance management or performance appraisal component  
(Source: Developed for this study from Miles & Huberman 1994) 
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Given the decision criteria and the sampling parameters, there were eight high 
technology firms selected from the Okanagan Valley region.  Within each firm, two 
to four executive or line managers were qualified from a variety of positions and, 
where available, the selections included an HR manager or designate to represent the 
HR function. The types of firms that met the criteria were from high technology 
manufacturing, software, and internet marketing.  Table 3.4 provides details of the 
pre-qualified case study sample accepted for this research. 
 
Table 3.4 Pre-qualified high technology case sample  
Case Type Size Managerial role 
1 Software 20 to 49 employees 
 1 executive  
 3 line managers 
 1 part-time human resource manager 
2 Internet marketing 20 to 49 employees 
 1 executive  
 3 line managers 
 1 human resource designate 
3 Software 20 to 49 employees 
 1 executive  
 3 line managers 
 1 human resource designate 
4 Manufacturing 10 to 19 employees  2 executives   2 line managers 
5 Manufacturing 50 plus employees 
 1 executive  
 3 line managers 
 1 human resource manager 
6 Software 50 plus employees  2 line managers  1 human resource manager 
7 Software 10 to 19 employees  1 executive   1 line manager 
8 Software 20 to 49 employees 
 2 executives  
 2 line managers 
 1 human resource designate 
(Source: Developed for this study) 
 
3.5 Data collection process 
The following section documents the processes and instruments used for data 
gathering.  The first segment records the case study protocol and schedule followed 
with each high technology firm.  The second segment details the process developed 
for each interview investigation.  The third segment delineates the other sources of 
information and types of instruments used throughout the data collection process. 
 
3.5.1 Case study protocol 
The following case study protocol not only outlines the primary instrument used, the 
interview questions, but also the procedures and general rules followed throughout 
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the study (Yin 1994).  The protocol was important to this research because it guided 
the firm case studies and assisted with anticipating potential problem areas; further, it 
was a tactic for increasing the reliability of the multiple-case component.  The most 
common elements in a case study protocol include an overview, field procedures, 
and data gathering and reporting processes (Yin 1994). 
 
Overview.  The stated purpose of the study, the issues under investigation, and the 
background information (documented in chapters 1 and 2) were used to direct the 
examination and judge the success of the exploration (Yin 1994).  Further, the case 
study protocol included an integrated schedule of documents for each of the 
following elements. 
 
Field procedures. To begin, a protocol plan detailed the general procedures adhered 
to for each case study – the initial pilot case study and seven subsequent research 
cases.  A telephone call to the owner or general manager was the first contact with 
each high technology firm; at this time, arrangements for an initial field visit 
included confirmation of a suitable time and location.  Each initial discussion 
covered the same main points: introduction, purpose of study, key features of case 
method, sources of evidence needed, and determination of individual participants.  A 
letter from the firm’s owner or general manager introduced the researcher to the 
firm’s participants.  Following receipt of the letter, the researcher personally 
contacted each participant to invite participation and schedule an interview time and 
location.  Before commencing the interview, the researcher re-introduced each 
participant to the purpose for the study and apprised them of ethical issues.  A 
consent form formally communicated the purpose for the research and the voluntary 
nature of the participation (Refer to appendix A).  Further, the consent form 
confirmed that each interviewee could review and modify his or her transcription of 
the taped interview.  Following approval of the consent form, the interview 
commenced. 
 
Data gathering.  A data gathering section in the protocol plan specified the sources 
and methods used for collecting and organising each firm’s information.  Since depth 
interviews provided the primary source of information, the research supervisor 
thoroughly reviewed the prepared open-ended questions (Refer to appendix B), prior 
to their use with both the pilot case and seven research case studies.  In addition, a 
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brief firm survey (Refer to appendix C) captured other relevant and confirming 
information for this study. A case study database warehouses the collected evidence 
from interviewees and other sources of information (Yin 1994). 
 
Data reporting.  A final section in the protocol plan detailed the data reporting 
instruments used for participant interviews, individual case studies, and cross-case 
analyses.  To begin, interviewees’ responses were transcribed, reviewed, and stored 
in the case study database (Yin 1994).  Next, the single-case format (Refer to 
appendix D) followed a question and answer approach and, as such, was based on the 
interviewees’ responses stored in the case study database (Yin 1994).  Other sources 
of qualitative and quantitative information were listed at the end of each firm’s case 
report.  Prior to cross-case analysis, one or more of the firm’s participants as well as 
the researcher’s academic supervisor reviewed each case study.  The latter procedure 
verified the facts and evidence presented in the case study and encouraged the 
addition of new material overlooked during data collection (Yin 1994). 
 
Since each case relied on multiple sources of information, the data sources were 
converged in a triangulating fashion and guided by the working definition and 
criteria developed for PM from prior literature (Yin 1994).  The eight case studies, 
attached to this dissertation as appendices (Refer to appendices E-L), form the basis 
for the cross-case analysis detailed in chapter 4 and the conclusions and implications 
formulated in chapter 5. 
 
3.5.2 Development of interview process 
Increasingly, qualitative interviews are the research method of choice for pursuing 
social knowledge (Kvale 1996).  The valuable data collected is the primary 
advantage of in-depth interviews; nevertheless, this qualitative technique is time-
consuming, expensive, and demanding for the researcher (Davis 2005).  Further, 
there has been insufficient assessment of the practical and conceptual characteristics 
associated with the use of interviews as a research method (Kvale 1996).  To address 
the latter methodological concern, an interview protocol was developed to clarify any 
theoretical assumptions and to enrich the meaning and reality of the research (Kvale 
1996).  The protocol contains the following seven-stage interview investigation: 
thematising, designing, interviewing, transcribing, analysing, verifying and reporting 
(Kvale 1996). 
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Thematising.  Pre-knowledge of the subject under investigation was obtained from a 
review of relevant literature and from discussions with experts in the industry.  The 
resulting purpose and concepts, developed in chapter 2, established the base from 
which new knowledge was pursued.  Given the exploratory nature of the inquiry, an 
interview design was selected for this study. 
 
Designing.  A number of methodological decisions preceded the actual interviews.  
First, given the case study focus and the size of the high technology firms under 
investigation, the intention was four to five interviews per firm.  The actual number, 
however, depended on new knowledge gained from one more interview and numbers 
of executive, line, and HR managers in each firm. Second, the ethical issues 
associated with informed consent, confidentiality, and consequences were 
determined.  Third, a structured interview guide encouraged participants to share 
information generously in an unconstrained environment (Cooper & Schindler 2003). 
 
Interviewing.  Once the initial briefing was completed, each interview proceeded like 
a normal conversation and began with a broad question about the participant’s 
experience with PM processes.  This introductory question plus seven open-ended 
but focused questions guided the direction and coverage of the topic (Cooper & 
Schindler 2003). Unstructured probing questions, which originated from the 
participant’s answers and the interviewer’s experience, extracted additional details 
(Davis 2005) and motivated communication (Zikmund 2003).  Periodically, 
structured questions employing a Likert scale captured a summary of key points.  
This more structured approach reduced the disadvantages associated with participant 
reluctance and interviewer bias (Cooper & Schindler 2003).  Further, these structured 
questions added another dimension in confirming the interviewee’s position and 
facilitating comparisons between the firms.  The semi-structure associated with the 
commonality and order of the interview questions also assisted with comparisons 
between participants and firms.  Participants did not receive the protocol prior to the 
interview but did review a copy of their transcribed responses for review and 
modification. 
 
Transcribing.  For documenting the interviews, three methods of recording were 
used – audiotape, note taking, and remembering.  A trusted professional transcribed 
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each audiotape. Each transcription followed the same format: a) interview question 
was documented and b) response was reported verbatim.  Subsequently, each 
participant reviewed his or her interview transcription for accuracy and 
completeness, which assured content validity.  Following transcription approval and 
before entering the transcription into the case study database, the researcher 
reconfirmed disclosure of the individual’s name as a case contributor. 
 
Analysing.  Five analytical approaches brought meaning to the interviews – 
condensation, categorisation, narrative, interpretation and ad hoc.  During the data 
collection phase, the large amounts of transcribed text were condensed or rephrased 
into fewer words; further, these more succinct versions were coded into categories.  
Where a social context or a theoretical explanation was needed, the researcher 
introduced narrative structuring or interpretive meaning to the text.  Finally, the 
research employed an ad hoc approach for generating meaning and patterns between 
a firm’s interviews.  Section 3.7 details the interview analysis procedures followed in 
this study. 
 
Verifying.  Three concepts verified the interview findings – validity, generalisability, 
and reliability.  To begin, validity, which verifies the degree to which the interviews 
investigated the intended reality, was addressed throughout the seven-stage interview 
process.  It served two purposes: a) enhancing the accuracy of each single-case study 
and b) increasing the construct validity of the research (Yin 1994).  Since the 
interview subjects were not selected at random, there was no attempt to generalise 
statistically the interview findings to a larger population; instead, analytic 
generalisation or reasoned judgment was employed by the researcher to determine 
the extent to which the findings from one interview applied to others in the same 
firm.  The issue of reliability or consistency of the research findings was managed 
throughout the interviewing, transcribing, and analysing stages of the interview 
process.  Section 3.8 details the quality control measures implemented throughout the 
interviewing process. 
 
Reporting.  All interview transcriptions, entered into the case study database, formed 
the basis for individual case study development, and, subsequently, cross-case 
analyses.  Further, since all participants provided consent both before proceeding 
with their interviews and after reviewing their transcription reviews, case studies 
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acknowledged contributors.  According to Yin (1994), disclosure of the informants is 
the most desirable option. 
 
3.5.3 Other sources of information 
Each case study used more than one strategy (Yin 1994).  That is, although in-depth 
interviews were the primary source for gathering the single-case information, other 
sources of evidence from internal and statistical records, company websites, and 
personal observations provided substance to the case studies.  Further, a brief survey 
of each firm’s background captured its existing PM tools and components, employee 
statistics, and other contextual data.  A designated contact completed this survey 
either on-line or manually.  All additional sources supplemented the range of 
historical, attitudinal, and behavioural content in each case study (Yin 1994).  As 
well, merging multiple sources of evidence allowed the researcher to corroborate the 
information used in each firm’s case study.  That is, data source triangulation 
confirmed similar meanings under different circumstances (Stake 1995).  According 
to Yin (1994), the use of many different sources of evidence is a major strength of 
case study data collection.  Before gathering any data for the study, the researcher 
tested the case study and interview protocols with a pilot firm. 
 
3.6 Pilot study process 
The pilot case for this study was selected carefully for its potential for complicated 
data gathering issues.  As recommended, the pilot test was more than a pre-test and, 
instead, was used to refine data collection plans, case protocol procedures, 
interviewing process and lines of questioning (Yin 1994).  Further, the pilot case 
study provided an opportunity for clarifying the conceptual components in the 
research design (Yin 1994).  This process also served to strengthen the overall 
quality of the research, the details of which are contained in section 3.8. 
 
Initially, the data collection process outlined in section 3.5 was implemented.  
Following the interview stage, a debriefing with interview participants expanded on 
the role and importance of the pilot firm to the overall study.  At this time, 
interviewees provided recommendations regarding the processes followed and 
questions asked.  Based on these comments and suggestions, modifications to the 
interview protocol resulted in the reduction of one duplicative open-ended question.  
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Together the researcher and research supervisor amended the format of the interview 
protocol.  These modifications facilitated more timely and effective data collection 
from participants in the seven research firms but did not substantially alter the 
process or content. 
 
Next, the researcher prepared a pilot case report.  To begin, participants reviewed 
and approved their transcribed interviews.  As prescribed, the composition of the 
pilot case study followed a question and answer approach but additionally collected 
evidence that supplemented these responses.  Two firm representatives verified the 
facts and evidence in the case and one academic supervisor reviewed the pilot case 
study and provided feedback comments.   Together, the researcher and research 
supervisor re-aligned the content and modified the order of the case study format.  
Once approved by the firm’s representatives and research supervisor, the pilot firm’s 
CEO approved the case study for research purposes and publications.   
 
3.7 Data analysis procedures 
Qualitative analysis consists of three concurrent activities: data reduction, data 
display, and conclusion drawing (Miles & Huberman 1994).  For this study, data 
reduction occurred throughout data preparation, individual firm analysis, and cross-
case analyses; it demanded critical choices such as which data to code, which 
information to eliminate, and which patterns to select (Miles & Huberman 1994).  
Data display, on the other hand, organised the information into various charts, graphs, 
and networks, which facilitated the drawing of conclusions (Miles & Huberman 
1994); for this study, the impact of displays was more evident when comparing the 
similarity and differences among single-case studies and discussing cross-case 
findings.  As well, the use of tables and figures facilitated the illustration of 
significant research findings.  The final activity used in this study was conclusion 
drawing.  Although the data collection process identified and verified patterns and 
potential explanations, the data analysis process finalised and tested the resulting 
conclusions for validity (Miles & Huberman 1994).  This research implemented both 
inductive and deductive qualitative analyses.  The inductive analysis discovered 
patterns, themes, and categories; in contrast, deductive analysis compared the data 
collected to an existing framework (Patton 2002) - the strategic performance 
management (SPM) conceptual framework developed in chapter 2.   
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The following section documents the procedures selected for analysing each high 
technology firm and comparing the similarities and differences among the firms’ 
cases.  The first segment details the preparation and treatment of each firm’s data.  
The second segment describes the analysis tools used for individual case assessments.  
The third segment specifies and justifies the processes implemented for cross-case 
analysis.  These three segments each employ data reduction, data display, and 
conclusion drawing analyses. 
 
3.7.1 Preparation and treatment of data 
Initially, each participant approved his or her transcribed interview and, afterwards, 
the researcher scrutinised the content of each session for significance to the research 
issues.  Next, the researcher assigned codes to the participants’ perceptions with 
meaning for the study.  The coding followed the conceptual framework and research 
issues, but revision and expansion occurred throughout the data analysis process.  
Recurring regularities revealed patterns for sorting into categories or subject areas 
and, in turn, judging for internal homogeneity or external heterogeneity.  Internal 
homogeneity refers to the extent to which the data are similar in a meaningful way, 
whereas external heterogeneity is concerned with the extent to which differences are 
bold and clear (Patton 2002). 
 
Once all sources of information received a code, the researcher prepared a case study 
using a question and answer format to synthesise the gathered information and 
identify any gaps in the information. Next, the researcher reviewed each firm’s case 
study for completeness of information, suitability of coding and subsequent analysis 
plans (Miles & Huberman 1994).  Prior to formalising the case studies, the research 
supervisor audited one of the seven research cases for completeness.  Before 
continuing, the CEO or President from each participating firm approved the formal 
case report for use by the researcher for this study and ensuing publications. 
 
3.7.2 Individual firm analysis 
Once the pre-analytical framework for each firm was completed, its case study was 
analysed.  Initially, inductive content analysis reduced the amount of data in each 
case study and identified core consistencies and meanings (Patton 2002).  Isolating 
these core meanings involved the discovery of patterns and themes in each firm’s 
data.  Both data reduction and data display necessitated an understanding of the 
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complex processes within each firm before isolating the patterning of variables in the 
case (Miles & Huberman 1994).  Once the patterns and themes were recognised, 
deductive analysis tested and affirmed the authenticity and appropriateness of the 
inductive analysis (Patton 2002). 
 
From a deductive perspective, a comparison of each firm’s data with the conceptual 
framework initiated the process (Patton 2002).  In addition, this approach regarded 
each case as a whole entity and, as such, reviewed configurations, associations, 
causes and effects.  A thorough examination recognised data and cases that digressed 
from the coded categories.  Each firm’s analysis used various sources of information 
to cross-validate the findings, patterns, and conclusions (Patton 2002).  This 
inductive-deductive thinking made possible a smooth alignment between the 
headings in the case study format and the research issues explored in this study.  For 
example, the findings for research issue 1 in chapter 4 rely on four PM case study 
headings: why initiated, objectives, components, and planned enhancements 
(appendix D).  The benefits from this approach were that each research issue first 
discussed relevant findings for each individual-case study. 
 
Since the unit of analysis in this comparative study was each firm, the credibility of 
the overall research findings was dependent on the quality of these individual case 
reports (Patton 2002).  For this reason, an understanding of each case’s processes 
preceded cross-case analyses. 
 
3.7.3 Cross-case analyses 
Once each single-case was analysed thoroughly, cross-case techniques commenced 
the analysis of PM processes and behaviours for patterns and themes in common.  
The aim of multiple case analyses is to distinguish the processes and outcomes across 
many cases and to expand the understanding of similarities and differences across 
cases.  Further, multi-comparisons highlight the particular conditions and generic 
processes required for explaining how situations are related (Miles & Huberman 
1994). 
 
In this study, the strategy employed for cross-case analyses was a mixed one, which 
combined variable-oriented and case-oriented analyses (Miles & Huberman 1994).   
The variable-oriented strategy compared each of the firm cases with the variables 
 90 
identified in the SPM conceptual framework, whereas, the case-oriented strategy 
focused on patterns that were specific, concrete, and historically-grounded, as well as 
common to more than one of the eight cases.  The latter necessitated the synthesis of 
interpretations across the cases (Miles & Huberman 1994).  Each firm’s background 
survey (appendix C) permitted the comparison of similar as well as dissimilar 
structural, employee, and other contextual firm factors.  As well, the in-depth single-
case findings supported extensive cross-case analyses for each research issue under 
investigation.  All of this comparative data offered excellent opportunities for 
extensive use of tables and figures for analyses purposes. 
 
Since each case was previously analysed in depth, the information was readily 
available for the creation of meta-matrices or stacked case-level charts (Miles & 
Huberman 1994).  The next step was to reduce the amount of data by using the 
common categories, displays, and reporting formats from each single case.  That is, 
partitioning and clustering the single-case data refined, summarised, and reduced the 
information (Miles & Huberman 1994).  Both within-category sorting and across-
category clustering resulted in focused and integrative findings (Refer to chapter 4).  
Finally, the similarities and differences associated with firm size, firm growth, and 
other contextual data developed a clearer understanding of the use of PM strategies 
for gaining a competitive advantage. 
 
Throughout the data collection and data analysis processes, the researcher attempted 
to understand the meaning of the information.  This interaction of conclusion 
drawing on the data reduction and display components necessitated continual 
verification and testing of the data and their meaning (Miles & Huberman 1994).  
The following section describes the quality control steps taken throughout the study. 
 
3.8 Research quality 
Although a case study strategy is preferred for investigating contemporary events 
where behaviours cannot be manipulated, its real strength is in its ability to deal with 
a full variety of evidence (Yin 1994).  Nevertheless, qualitative research is criticised 
for not meeting the demands of validity and reliability, which are regarded as the 
foundations of research (DeRuyter & Scholl 1998).  Specifically, there are a number 
of preconceptions about the use of case studies in comparison to other research 
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methods.  Broadly, these traditional assumptions focus on a) the assessments of 
validity and reliability (Perry, Riege & Brown 1998), b) the basis for scientific 
generalisation (Yin 1994; Perry, Riege & Brown 1998), and c) the general lack of 
rigor (Yin 1994).  The following section explains the procedures used to minimise 
potential limitations or constraints to this research study.  It begins with validity and 
reliability assessment tools and concludes with a quality control test, which compares 
this qualitative research to characteristics frequently associated with scientific 
research. 
 
3.8.1 Construct validity 
Construct validity refers to the extent to which the operational measures represent 
and act like the concepts under study (Yin 1994; Davis 2005).  Once the researcher 
selects the events within a realist paradigm, there are three tactics used for 
demonstrating that measures do reflect the specific types of events under study: a) 
multiple sources of evidence, b) a chain of evidence, and c) a review of the case 
study by participants (Yin 1994).  Implementation of these three tactics occurred 
throughout this research. 
 
To begin, perceptions of multiple participants as well as alternate sources of evidence 
formed the basis for each individual-case study. Further, the selection of multiple 
participants was from different hierarchical levels and functional positions – 
executives, line managers, and HR managers or designates.  These multiple sources 
and perspectives facilitated the development of converging lines of inquiry, which is 
referred to as the process of triangulation (Yin 1994; Healy & Perry 2000b).  In this 
research, the case evaluations used two types of triangulation – data triangulation and 
theory triangulation (Yin 1994).  Secondly, several chains of evidence traced the 
steps taken from research questions to conclusions drawn.  For example, a number of 
documents recorded the data collected in chronological order: the case study 
database and the case study reports, as well as various tables and matrices (Healy & 
Perry 2000).  Finally, the research supervisor reviewed two of the initial case studies 
and two or more firm representatives examined their case study.  This confirmation 
process served two purposes: 1) enhancing the accuracy of each case study and 2) 
increasing the construct validity of the research (Yin 1994).  
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3.8.2 Internal validity 
Internal validity refers to the degree of confidence that the study’s results are true 
given the situation (Davis 2005) and to the establishment of cause-and-effect 
relationships in the study (Yin 1994).  Unlike laboratory conditions where causal 
mechanisms are created, no such opportunity exists in the social world of the realism 
paradigm (Healy & Perry 2000).  Because this study is exploratory in nature, the 
issue of internal validity is not relevant for this research investigation. 
 
3.8.3 External validity  
External validity defines the extent to which results of a study can be generalised to 
similar populations (Davis 2005).  Some scholars argue that generalisability is an 
inappropriate goal for qualitative research (Denzin 1983 and Guba & Lincoln 1981, 
cited in Miles & Huberman 1994) or that it is often less critical for qualitative 
research (Maxwell 1996).  Others allege that multiple cases, when adequately 
sampled and carefully analysed, answer the question of whether or not the findings 
apply beyond a single case (Miles & Huberman 1994).  Yin (1994), on the other 
hand, proposes that case study research relies on analytical generalisation, where a 
researcher generalises findings to a broader theory.  Analytical generalisation is 
associated with theory building, whereas statistical generalisation focuses on theory 
testing (Healy & Perry 2000).  The goal of this research study is theory building. 
 
To address external validity, this study implemented two research techniques: 
replication and theoretical comparison.  Firstly, multiple cases identified patterns and 
behaviours common to more than one firm.  As well, each firm’s case study was 
prepared from multiple perceptions plus additional sources of evidence.  Secondly, 
the theoretical framework, developed in chapter 2, provided a comparison for each 
case report.  Further, tables and matrices presented a comparative format from which 
to observe common situational and behavioural elements.  For this research study, 
each case study belonged to a single experiment and, as such, relied on analytical 
rather than statistical generalisation (Yin 1994). 
 
3.8.4 Reliability 
Reliability demonstrates that the processes and procedures can be repeated with the 
same results (Yin 1994) and, as such, refers to the degree to which the measures 
yield dependable conclusions (Zikmund 2003).  Since the search for information in 
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qualitative research requires flexibility in emphasis and questions asked, the 
reproduction of results is frequently questioned (DeRuyter & Scholl 1998).  On the 
other hand, other researchers argue that systematic interviewing and other data 
collection techniques improve the reliability of qualitative research and, at the same 
time, allow the freedom needed to highlight points of interest important to the 
research (DeRuyter & Scholl 1998).  Regardless, where a researcher follows the 
same case study procedures as an earlier investigator, both should derive the same 
findings and conclusions (Yin 1994). 
 
In this study, the case study and interview protocols clearly articulated the 
procedures to be followed for each firm and each participant.  In order to capture 
each participant’s perceptions in a realistic setting, the collection of primary data 
made use of open-ended interview questions.  The interview protocol documented 
these eight pre-planned questions and anticipated various probe questions.  To 
improve further the reliability of the data collection, three Likert-scaled questions 
summarised and quantified key responses.  The purpose for these tactics was to 
encourage flexibility and spontaneity and, at the same time, impose systematic 
methods.  Accordingly, the original research design in this investigation planned for 
the reproduction of this inquiry by future researchers (DeRuyter & Scholl 1998). 
 
3.8.5 Quality control test 
There are eight hallmarks of quality commonly attributed to scientific research: 
purposiveness, rigor, testability, replicability, precision and confidence, objectivity, 
generalisability, and parsimony (Sekaran 2000).  In order to minimise the potential 
limitations associated with a qualitative approach, and specifically a case study 
design, the following discussion compares methodology employed in this research 
paper to characteristics used for evaluating scientific research. 
 
Purposiveness, the first test, defines the aim or purpose for the research (Sekaran 
2000).  This inquiry clearly stated the research problem and research issues under 
investigation.  The second characteristic, rigor, signifies accuracy and precision, 
which entails a solid theoretical base and well-planned methodology (Sekaran 2000).  
This research inquiry used a model developed from current literature and followed a 
precise case study protocol for data collection, analysis, and reporting.  This 
qualitative research design meets the first two quality tests - purposiveness and rigor. 
 94 
The third and fourth hallmarks are associated with hypotheses.   Testability, in 
scientific research, refers to the testing of hypotheses against collected data, whereas 
replicability indicates that repetition of the same research will support the hypotheses 
(Sekaran 2000).  Unlike theory testing, common to scientific studies, this 
investigation was oriented towards theory building, which makes traditional testing 
difficult.  Nevertheless, this study compared and triangulated data collected from 
each firm with the SPM conceptual framework.  From a replication perspective, 
rather than repeated hypotheses testing, this inquiry carefully documented each step 
to facilitate reproduction.  Despite these actions, these two tests do pose some 
constraints for this qualitative study.  
 
Precision and confidence are concerned with sampling design. Collectively, they 
refer to the degree that a sample’s results are accurate and the probability that the 
estimates are correct (Sekaran 2000).  This study did not use statistical sampling, but 
instead purposeful selection, to choose the high technology firms.  In qualitative 
studies, the researcher not only influences the case selection but also the results of 
the study (DeRuyter & Scholl 1998).  Consequently, both the fifth and sixth 
(objectivity) tests are potentially problematic for this research.  Regardless, three 
study tactics detached the researcher’s values from the findings and conclusions.  
Firstly, the pre-planned open-ended questions were participant directed to encourage 
maximum interviewee contribution and minimum interviewer involvement.  
Secondly, the study documented the researcher’s expectations, beliefs, and 
assumptions about PM strategies.  Thirdly, the researcher had completed formal 
training in interviewing and facilitating skills, both of which emphasise self-
awareness. 
 
The seventh and eighth hallmarks are generalisability and parsimony.  
Generalisability refers to the application of one set of organisational findings to other 
settings (Sekaran 2000).  As discussed, rather than statistical generalisation, 
analytical generalisation was a goal of this study.  The final test, parsimony, proposes 
simplicity in explanation of occurrences.  In this research, a thorough literature 
review plus the combination of unstructured and structured interviews resulted in a 
revised model suited to growing high technology SMEs.  Equally important, the goal 
was to produce a concise, and at the same time reflective, set of conclusions for the 
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problem identified.  This qualitative research has the potential to meet the eighth test 
of scientific quality. 
 
In conclusion, it is obviously not possible to conduct all investigations that are purely 
scientific in nature; it is possible, however, to design the research for purposiveness 
and rigor and, to some extent, for the other six hallmarks of scientific research.  
According to Healy and Perry (2000), the terms of the paradigm ascertain the quality 
of scientific research conducted within a paradigm.  Earlier in the chapter, it was 
argued that this research study was better suited to the postpositivism, not positivism, 
paradigm.  Nevertheless, this research employed a number of scientifically oriented 
tactics aimed at improving the quality of the study. 
 
3.9 Research ethics 
In qualitative studies, a number of ethical issues require attention before, during, and 
after the research (Miles & Huberman 1994).  For example, interviews are 
interventions that demand thoughts, feelings, knowledge, and experience from 
participants (Patton 2002).  For these reasons, ethical behaviour and ethical 
management of the data collected and analysed are of prime importance.  Qualitative 
methods are highly interpersonal by nature, and, as a result, the interviewer requires 
an ethical framework from which to operate (Patton 2002). 
 
For this research, case study and interview protocols defined both the collection of 
data and the dissemination of results.  Information management processes guaranteed 
confidentially; nevertheless, interviewees disclosed their participation in the case 
study following transcript approvals.  Since the selection of firms was purposeful, all 
interviewees were managers.  As well, the line of questioning was job-related, and 
the assessment of risk to participants was minimal in nature.  The case study protocol 
outlined all ethical communication and instruments implemented. 
 
The guidelines for institutional and professional research are clearly stated for 
students attending the University of Southern Queensland (USQ), faculty members at 
Okanagan University College (OUC), and qualifying for a Certified Human 
Resources Professional (CHRP) designation.  To begin, the researcher is a doctoral 
student at USQ and received ethics clearance prior to interviewing participants from 
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the pilot or seven research firms.  Secondly, the researcher is a professor in the 
Faculty of Business at OUC and, as required, submitted a protocol for approval.  
Thirdly, the researcher possesses a CHRP designation and, as such, is committed to 
the following ethical principles: competence, responsibility, legal and community 
standards, confidentially, respect for individuals and adherence to the code of ethics 
(CHRP designation: ethical standards 2004). 
 
The case study protocol developed for this study incorporates all ethical behaviours 
required by the three organisations.  Further, the researcher is personally committed 
to the ethical standards outlined for research involving human participants.  
 
3.10 Conclusion 
Chapter 3 argues the reasons for selecting the realism paradigm and a qualitative 
methodology, specifically a case study strategy, for addressing the research problem 
under investigation.  Based on these decisions, the qualitative research design 
developed for this study details the case study and interview protocols implemented 
throughout the investigation.  The data gathering procedures and participant 
interview questions were pre-tested and modified based on the feedback obtained 
from the pilot study.  Further, this chapter details the techniques used for analysing 
single-firm cases and comparing multiple-firm cases.  In fact, all procedures 
followed in this study have been fully developed and designed to facilitate 
replication by future researchers.  Although the design and methods encompass 
research quality and ethics, the final two sections of this chapter address a number of 
preconceptions and assumptions and highlight the processes followed to minimise 
potential research limitations or constraints.   
 
Responses to the interview questions and brief firm survey plus the approved firm 
case studies inform the findings in chapter 4.  The development of these protocols 
and instruments was detailed in this chapter.  Nevertheless, to assist with a clear 
understanding and interpretation of the single- and multiple-case data analyses in 
chapter 4, the following table 3.5 aligns the interviewees’ responses, firms’ survey 
replies, and firms’ approved case study format with each research issue (RI) under 
investigation.  
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Table 3.5 Alignment of research issues with data collection instruments  
Research 
Issues 
Interview 
Questions 
Firm Survey 
Replies 
Case Study 
Format 
Case sample  3-5, 7-10, 13-15, 17, 19  1, 1.1, 1.2, 2, 2.1, 2.2, 2.3 
RI 1 1, 2, 2.1, 2.2, 4, 10.1 1, 2, 6 3, 3.1, 3.2, 3.3, 3.4 
RI 2 5, 5.1, 5.2, 6, 7, 11  6, 6.1, 6.2, 6.3 
RI 3 9, 9.1 12, 13-15, 16, 17,  18,  19, 20 5.2 
RI 4 3, 3.1  5, 5.1, 5.3 
RI 5 8, 8.1, 11 11  4, 4.1, 4.2, 7, 7.1, 7.2 
RI 6 10, 10.2, 10.3, 10.4  8, 8.1, 8.2, 8.3 
(Source: Developed for this study from appendices B, C, and D)  
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CHAPTER 4 – FINDINGS AND DISCUSSION 
Chapter 3 describes the methods used for collecting primary data, which form the 
foundation for this chapter.  In this chapter, the case studies and firm surveys are 
analysed and presented. The objective is to examine and interpret individual case 
data findings and compare the results and patterns evident from cross-case analyses.  
Chapter 5 then discusses the implications of the results and compares them to the 
body of knowledge found in the literature. 
  
This chapter consists of nine sections.  Section 4.1 begins with an introductory 
overview of the data analysis procedures used in determining the findings and 
comparative results, and section 4.2 confirms the actual profiles of the eight high 
technology cases selected for this research.  Sections 4.3 to 4.8 are organised by 
research issue.  Each begins with individual case findings and finishes with cross-
case comparisons among the individual cases.   The chapter concludes with section 
4.9 – a summary of the findings across the research issues. 
 
4.1 Overview of data analysis 
For this research, the qualitative analyses consist of three concurrent activities: data 
reduction, data display, and conclusion drawing (Miles & Huberman 1994).  Data 
reduction occurred throughout the individual case and cross-case analyses; it 
demanded critical choices such as which data to eliminate and which patterns to 
select (Miles & Huberman 1994).  Data display facilitated the organisation of 
information into various charts, figures, and networks, which facilitated the drawing 
of conclusions.  During the data analysis process, resulting conclusions were 
finalised (Miles & Huberman 1994). 
 
This research implemented both inductive and deductive qualitative analyses.  
Inductive analysis assisted with the development of patterns, themes, and categories, 
whereas deductive analysis supported the comparison of data and patterns to an 
existing framework (Patton 2002) – the SPM conceptual framework developed in 
chapter 2.  The following segments document the procedures for assessing individual 
high technology cases and for determining cross-case analysis processes. 
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4.1.1 Individual case analysis 
The structure of each case study (appendix D) closely mirrors the conceptual 
framework developed in chapter 2 for this research.  The firm’s case content within 
the structural headings or subheadings is based on its participant interviews 
(appendix B), firm background information (appendix C) and other proprietary 
documentation.  Triangulation of case data was obtained through various sources of 
information to cross-validate the findings, patterns, and conclusions (Patton 2002) – 
interviews, surveys, internal documents, published materials, and personal 
observation.  One of each firm’s executives reviewed and approved the case study 
for completeness of information and subsequent analytical use (Miles & Huberman 
1994). 
 
Once completed, each case study (appendices E to L) was analysed so that the 
amount of data was reduced and core consistencies and meanings were identified 
(Patton 2002) for discussion within each research issue.  Initially, inductive content 
analysis facilitated the recognition of patterns and themes in each case; then, 
deductive analysis assisted with the comparison of each firm’s data within the 
context of the framework (Patton 2002) developed for this research.  Finally, each 
individual case was viewed as a whole entity where configurations, associations, 
causes, and effects were reviewed. 
 
Since the unit of analysis in this comparative study is each firm, the credibility of the 
overall research findings is dependent on the quality of these individual case studies 
(Patton 2002).  For this reason, prior to the cross-case analyses, each case was fully 
understood in its own terms. 
 
4.1.2 Cross-case analyses 
Once each individual case was analysed thoroughly, cross-case techniques facilitated 
the examination of performance management (PM) processes and behaviours for 
patterns and themes in common.  The aim of multiple case analyses is to distinguish 
the outcomes across many cases and expand the understanding of similarities and 
differences among them (Miles & Huberman 1994).  Commonly formatted matrices 
and figures made possible the in-depth analyses of eight high technology cases.  The 
examination of cases was careful where the data digressed from their categories 
(Patton 2002). 
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In this study, the strategy employed for cross-case analyses is mixed – a combination 
of variable-oriented and case-oriented analyses (Miles & Huberman 1994).   The 
variable-oriented strategy compares each case study with variables identified in the 
SPM conceptual framework; whereas, the case-oriented strategy focuses on patterns 
that are specific, concrete, and common to more than one of the eight high 
technology cases.  The latter necessitated the synthesis of interpretations across the 
cases; the survey data clarified some of the similarities or differences and assisted 
with the identification of any gaps in information.  The structured format used in the 
interview and the formal case protocols facilitated the examination of cross-case 
comparisons. 
 
The next step in the cross-case analyses was to reduce the amount of data further by 
using displays and reporting formats for the cases (Miles & Huberman 1994).  That 
is, the individual cases were refined, summarised, and reduced again by clustering 
the data.  Both within-category sorting and across-category clustering resulted in 
focused and integrative findings in this chapter.  Finally, the similarities and 
differences associated with firm size, firm growth, and other criteria helped with the 
development of a clearer understanding of the use of PM strategies by high 
technology SMEs in the Okanagan Valley region. 
 
4.2 Actual high technology case sample 
As indicated in chapter 3, all firms selected for this exploratory study were pre-
qualified during the initial field; specifically, the criteria used for identifying high 
technology firms from the Okanagan Valley region are detailed in section 3.4.  Based 
on these selection criteria, eight of the twelve firms recommended by local experts 
participated in this study. 
 
A comparison of the pre-qualifying criteria developed for the sampling framework in 
segment 3.4.3 and the firms’ background responses (appendix C), collected during 
the primary research stage, suggested some modification to the resulting profiles of 
the firms participating in this research.  Based on the initial sampling criteria, then, 
the following segments document and justify the actual case sample profiles 
presented in the findings and discussion of this chapter (sections 4.3 to 4.8). 
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4.2.1 Geographical location  
Responses to survey question 7 indicate that, within the Okanagan Valley region, six 
of the eight firms have headquarters in the Regional District of Central Okanagan 
(RDCO); one is headquartered in the Regional District of Okanagan-Similkameen 
(RDOS), and one is headquartered within British Columbia (BC), but has its largest 
BC operation within the Regional District of North Okanagan (RDNO).  The firms’ 
case studies (section 1 in appendices E to L) indicate that three of the eight firms 
have second offices in BC and two of three, plus one other, have offices elsewhere in 
Canada.  Five of the eight firms have international office facilities. 
 
4.2.2 Numbers of employees  
Based on the responses to survey question 12, one firm reported over 50 employees, 
five firms selected between 20 to 49 employees and two indicated 10 to 19 – located 
at their Okanagan premises.  Of the two firms qualified with 10 and 19 employees, 
one is managing 20 contractors that deliver full turnkey solutions (section 1.1 in 
appendix H) and the other is forecasting employment between 20 to 49 staff 
members in 2005 (section 1.1 in appendix K).  In all firms, these Okanagan offices 
are responsible for managing employees elsewhere in BC and Canada and, at times, 
internationally.  For this reason, the firms’ survey responses to questions 13 to 20 
capture numbers greater than those reported in question 12.  The definition of PM 
developed in chapter 2 provided the basis for resolving this variance.  First, this 
research defines PM as a line management function that links with human resources 
(HR) and reward management systems, and, second, at the date of case writing, line 
managers in these Okanagan offices were responsible for employees outside of the 
Okanagan Valley region.  For these reasons, the firms’ findings and case study 
discussions in this chapter are based on the larger set of employee numbers – two 
firms with 50 or more employees, four firms with 20 to 49 employees, and two firms 
with 10 to 19 employees. 
 
4.2.3 Growing high technology firm 
Responses to survey question 10 indicate that seven of the eight firms are privately 
owned, and the pilot firm, Case 1, is publicly-owned.  For this reason, the primary 
indicator of business growth for this research is employee growth from 1999 to mid-
2005 (Refer to table 4.1).   
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Table 4.1 Annual growth in number of employees 
 Annual Number As of 
Employees 1999 2000 2001 2002 2003 31/05/04 
CASE 1 – From 1999 to mid-2004, 86% growth in number of employees 
At beginning  22 31 38 28 35 40 
Plus total new hires (#17) 9 8 3 8 8 3 
Less total turnover (#19) 0 1 13 1 3 2 
At period end 31 38 28 35 40 41 
Annual Net Change 41% 23% (26%) 25% 14% 3% 
CASE 2 – From 1999 to mid-2004, 417% growth in number of employees 
At beginning  6 7 9 11 17 28 
Plus total new hires (#17) 1 4 6 12 14 8 
Less total turnover (#19) 0 2 4 6 3 5 
At period end 7 9 11 17 28 31 
Annual Net Change 17% 29% 22% 55% 65% 11% 
CASE 3 – From 1999 to mid-2004, 150% growth in number of employees 
At beginning  12 15 11 13 17 27 
Plus total new hires (#17) 3 2 4 6 11 3 
Less total turnover (#19) 0 6 2 2 1 0 
At period end 15 11 13 17 27 30 
Annual Net Change 25% (27%) 18% 31% 59% 11% 
CASE 4 – From 1999 to mid-2004, 56% growth in number of employees 
At beginning  9 12 13 11 12 12 
Plus total new hires (#17) 4 3 4 2 1 2 
Less total turnover (#19) 1 2 6 1 1 0 
At period end 12 13 11 12 12 14 
Annual Net Change 33% 8% (15%) 9% 0% 17% 
CASE 5 – From 1999 to mid-2004, 43% growth in number of employees 
At beginning  91 95 99 106 109 127 
Plus total new hires (#17) 13 9 9 6 21 5 
Less total turnover (#19) 9 5 2 3 3 2 
At period end 95 99 106 109 127 130 
Annual Net Change 4% 4% 7% 3% 17% 2% 
CASE 6 – From 1999 to mid-2004, 13% growth in number of employees 
At beginning  60 53 58 57 57 62 
Plus total new hires (#17) 1 6 3 3 7 7 
Less total turnover (#19) 8 1 4 3 2 1 
At period end 53 58 57 57 62 68 
Annual Net Change (12%) 9% (2%) 0% 9% 10% 
CASE 7 – Statistical information unavailable; refer to appendix K section 1.1 
CASE 8 – From 1999 to mid-2004, 72% growth in number of employees 
At beginning  25 25 25 35 34 38 
Plus total new hires (#17) 0 0 17 6 8 7 
Less total turnover (#19) 0 0 7 7 4 2 
At period end 25 25 35 34 38 43 
Annual Net Change 0% 0% 40% (3%) 12% 13% 
(Source: Calculated for this research based on survey responses to questions 13-15, 17 & 19) 
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The firms’ surveys confirmed the annual rate of growth for seven of the eight firms 
above.  As indicated in the table, the range of growth in numbers of employees over 
the five and a half year period varied from a low of 13 percent to a high of 417 
percent.  All but two of the eight firms have experienced a negative annual rate of 
employee growth between 1999 and mid-2004.  Statistical information for case 7 was 
unavailable, but the firm was qualified through the interview participants, as reported 
in appendix K section 1.1. 
 
4.2.4 Understanding performance management  
During the initial field visit, all eight firms exhibited an interest in or knowledge of 
appraisal programs.  In addition, all firms indicated the use of one or more 
assessment tools, which was confirmed in their firm surveys.  Responses to question 
1 indicate that self appraisals and management-by-objectives (MBO) assessments are 
used by seven of the eight firms. 
 
4.2.5 Willingness  
Of the twelve firms approached, eight communicated an interest in the study and a 
willingness to dedicate the necessary time.  Two of the firms contacted declined 
participation because of other time commitments, and the other two firms were 
unavailable for an initial field visit. 
 
4.2.6 Researcher’s time and finances  
Given the positive responses from the eight firms, all were included in the study.  
The originally planned number of six case studies was increased to seven, and the 
pilot case was added as the eighth case study because minimal alterations were 
necessary to the data collection instruments. 
 
4.3 Research issue 1 – How do high technology firms in the 
Okanagan Valley region define performance management? 
The previous section has established the characteristics of the eight participating high 
technology firms.  The purpose of this section is to determine their definitions of PM 
processes.  The findings are based on section 3 of the case studies (appendices E to 
L), responses to questions 2 and 4 in the interview protocol (appendix B), and replies 
to questions 1 and 2 in the firms’ surveys (appendix C).  The discussions of PM are 
organised into four segments: initiation, objectives, components, and enhancement 
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plans.  Each segment begins with individual case study findings and concludes with a 
discussion of cross-case comparisons. 
 
4.3.1 Initiation of performance management process 
Determining the reasons that prompted the firms’ interests in PM or some of its 
elements is significant to uncovering their perceptions of PM processes.  This 
segment discusses why the firms’ processes or elements were initiated and by whom.  
It begins with the findings of each case study and concludes with a comparison of the 
cases. 
 
Individual case analysis – Reasons why performance management was initiated  
The following findings reflect each firm’s key reasons for pursuing some or all of the 
elements of a PM process. 
Case 1 – A number of significant issues inspired this firm’s new PM process.  To 
begin, there was a desire for more structured assessments and consistent measures 
throughout the firm.  Secondly, the existing process needed a strategic focus and a 
formal mechanism for reporting quarterly and annual results.  Finally, it was 
recognised that corporate success was dependent on the performance of key 
employees.  Both managers and employees initiated the need for a new process, and 
a committee of six managers developed it.  The CEO has been supportive of the 
process, has exhibited interest and encouragement, and plans to incorporate PM into 
the firm’s culture. 
Case 2 – Rapid growth in number of employees has been the influencing factor for 
building the firm’s PM process.  Firstly, employee groups were experiencing 
communication difficulties.  Secondly, these teamwork impediments created the need 
for assuring that client expectations were being satisfied and profitability was being 
monitored.  Finally, the introduction of PM was stimulated by management’s interest 
in performance-based pay programs.  Although development has been collaborative, 
the CEO assumed a leadership role in initiating PM and many integrated best 
practices.  The firm’s HR designate has contributed significantly to the crafting of 
existing components.   
Case 3 – Continuous growth in number of employees has shaped the firm’s interest 
in the development of PM.  First, it was becoming more difficult to work directly 
with all employees.  As a result, communication and teamwork among management 
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members was suffering.  Second, there was a growing need to monitor both 
customers’ and employees’ activities.  The CEO initiated the action to hire a 
consultant.  This expert has continued to streamline communication and teamwork 
processes, and the line managers have been isolating tracking metrics.   
Case 4 – Historically, this firm has been small and easy to manage informally.  
Nevertheless, a number of informal PM elements have been implemented in response 
to customers’ requests.  More recently, formal sales objectives and plans have been 
developed and implemented to secure sales opportunities, to monitor planned 
performance, and to reward employee achievement.  Various members of the 
management team have isolated customer and other monitoring metrics.  The sales 
manager has been influential in initiating and crafting sales objectives and plans. 
Case 5 – Steady business growth over a ten-year period stimulated the need to 
compare salary practices across the firm’s departments.  In response, a consultant 
conducted a formal compensation review and recommended changes to the existing 
package, one of which was to relate profit-sharing bonuses to employees’ salary 
levels and performance results.  The proposed bonus reallocation necessitated a 
companywide PM process.  The President accepted the consultant’s recommendation.  
The HR Manager has been responsible for developing and introducing the new PM 
process. 
Case 6 – Initially, leadership development of the management team inspired the 
firm’s most recent PM modifications.  Concurrently, feedback from an earlier 
employee survey indicated a need to improve the firm’s existing PM program.  Both 
supported the need for improved communication, enhanced teamwork, and additional 
employee recognition.  The President initiated the new PM process and retained a 
consultant.  The HR Manager in conjunction with the consultant redesigned and 
implemented the new process. 
Case 7 – Traditionally, the firm’s PM elements have been informal and have resulted 
from the CEO’s expectations for high standards and delegated responsibilities.  
Currently, formal components are under development to capture market 
opportunities and position the sales team.  The CEO initiated the informal elements, 
whereas the sales manager has been instrumental in developing formal sales 
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objectives and plans.  Ultimately, all formal documentation will be determined in 
collaboration with stakeholders. 
Case 8 – Business growth primarily inspired the firm’s need for a more formal PM 
process, because its growth strategy necessitated greater attention to customer service 
levels and demanded more emphasis on operational excellence, delivery capabilities, 
and operating results.  Various members of the executive have been responsible for 
initiating the existing components.  The executive team was responsible for 
developing the corporate objectives and plans and steering the overall process.  
These goals and plans were converted to the department managers’ objectives and, 
subsequently, applied to employees’ goals. 
 
Cross-case analysis – Comparison of reasons for initiating performance management 
Among the eight case studies analysed, four identify growth in employee or business 
numbers as major influencing factors for investigating PM processes.  In addition to 
growth, other motives and symptoms of growth prompted action in initiating formal 
PM processes, as outlined in Table 4.2 (a). 
 
Table 4.2 (a) Why performance management processes initiated 
Case studies  Î 1 2 3 4 5 6 7 8 
 Why Ð  
 Employee performance   
 Financial/operating performance       
 Sales/marketing opportunities       
 Employee recognition       
 Incentive pay/profit-sharing       
 Customer satisfaction     
 Communication      
 Teamwork      
 Companywide consistency       
 Structured assessments        
 Formal reporting mechanism        
 Strategic focus        
 Leadership development        
(Source: Developed for this research using section 3.1 in the case studies) 
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The following discussion compares the similarities and differences among the eight 
case studies.  An analysis of table 4.2 (a) clearly points to a number of similar 
reasons for initiating PM processes.  The most frequent is employee performance, 
but, when viewed collectively, the financial/operating and sales/ marketing rankings 
place firm performance in second position.  Other shared purposes include employee 
reward systems, when employee recognition and incentive pay are viewed 
collectively, and customer satisfaction.  Otherwise, the reasons for initiating PM are 
relatively unique to each case study.  For example, the two largest firms (cases 5 and 
6) report very specific reasons for implementing or enhancing their PM processes – 
profit sharing and leadership development. 
 
An analysis of the case studies also indicates similarities and differences in who 
initiated the process, or elements of the process, and who developed it.  Table 4.2 (b) 
compares who initiated the cases’ processes and who developed them.  Whether the 
processes or the elements are formal or informal, line managers were the primary 
implementers in all case studies. 
 
Table 4.2 (b) Who initiated and developed performance management 
Case studies Î 1 2 3 4 5 6 7 8 
Individual(s) Ð I = initiator    D = developer    R = recommender 
CEO or other executives  I I  I I  I 
Line managers I* D D I/D   I/D D 
Employees I     I   
Formal committee D        
HR manager or designate I* D   D D   
Consultant   D  R D   
*   HR plus line managers are members of formal PM committee. 
(Source: Developed for this research using section 3.1 in the case studies) 
 
Who introduced the PM processes varies among the cases, but, in five of the eight, 
executives initiate the process and, in case 6, in conjunction with employee feedback.  
The findings also indicate that in case 1 the process was initiated from the bottom-up 
by line and HR managers as well as employees.  In the two smallest cases (4 and 7), 
formal elements were introduced by line managers and, specifically, sales managers. 
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Development of PM processes, on the other hand, appears to be dependent on 
whether the case has an HR position or not.  Both large firms employ full-time HR 
specialists, who were the designers, and both firms contracted consultants but at 
different stages in the process; case 1 has a part-time HR specialist who is a member 
of the firm’s PM Committee.  In the remaining five cases, line managers are 
responsible for developing the process and, in one case, with the assistance of an HR 
designate.  These initiators and developers of the firms’ processes potentially 
influence the objectives and, subsequently, the more formal components or elements 
of the firms’ PM processes. 
 
4.3.2 Objectives of performance management process 
Another important characteristic for determining the firms’ definitions of PM is a 
review of their objectives.  This segment begins with a description of individual firm 
objectives and concludes with a discussion of cross-case comparisons. 
 
Individual case analysis – Performance management objectives 
The following findings reflect each firm’s objectives for pursuing some or all of the 
elements of a PM process.   
Case 1 – The following objectives were developed for the firm’s newly launched PM 
process.  The first five were formulated by its PM Committee and the sixth was 
added by the CEO: a) to motivate appropriate behaviour that aligns employees’ 
activities with corporate goals and plans, b) to stimulate employees’ accountability 
for actions and responsibilities towards company performance, c) to identify training 
needs and educational gaps necessary for planning developmental opportunities, d) to 
correlate specific employee performance with an earned monetary reward, e) to 
develop a user-friendly tool that demonstrates its value to managers and employees, 
and f) to be rated ‘the best employer’ in the Okanagan region by employees.  Once 
operational, the firm plans to incorporate its new PM process into its software 
offerings. 
Case 2 – This firm’s PM objectives have been evolving over time.  Nonetheless, the 
following collection of six objectives were frequently articulated by its five interview 
participants: a) to align employees with corporate goals and core values, b) to centre 
the work around customer expectations and satisfaction, c) to identify areas for 
improvement so that new learning can occur, d) to implement a method of checks 
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and balances that ensures employee and product performance and firm and industry 
growth, e) to correlate employee performance with pay-for-performance bonuses, 
and f) to develop a process that is not cumbersome or onerous and is easily 
understood. 
Case 3 – According to the five interview participants, there have been a number of 
objectives driving the introduction of a PM process.  The first five objectives were 
expressed fairly frequently and the seventh was added by the CEO: a) to improve the 
firm’s efficiency and effectiveness within and among teams, b) to increase 
responsiveness and service levels to customers, c) to track relevant measurements 
and employee accountability, d) to enhance job satisfaction and motivation of 
employees, e) to reward good behaviour and encourage and recognise employees, f) 
to minimise the stress levels of employees and teams, and g) to retain well qualified 
employees. 
Case 4 – Although the PM process was described as informal, each of the following 
objectives was expressed by at least two of the four managers interviewed: a) to track 
organisational growth plans, b) to identify training and development needs, c) to 
determine incentive compensation, d) to align employees’ job responsibilities and job 
expectations, e) to promote a ‘win win’ situation where employee-employer 
expectations are similar, and f) to make certain that employees enjoy coming to work. 
Case 5 – The firm’s five participants consistently presented the first six objectives; 
the last two were added by the HR Manager: a) to connect profit-sharing plan 
allocations with employees’ performance results, b) to recognise employees who 
have demonstrated exceptional performance, c) to identify employees’ skills and 
behaviours needing improvement, d) to highlight training or development needs, 5) 
to provide input for companywide promotions, e) to assure standardisation and 
consistency throughout the company, f) to determine a probationary employee’s 
suitability for an offer of permanent employment, and g) to maintain well-
documented annual reviews for legal purposes. 
Case 6 –The majority of the following objectives were expressed by the firm’s two 
line manager participants: a) to identify processes and management responsibilities 
where there is a problem, b) to judge how well employees are performing their job 
activities and responding socially within the firm, c) to identify areas where 
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managers can assist employees in expanding their job knowledge, d) to provide 
feedback to employees in areas where they benefit from performance development, e) 
to identify potential candidates for various succession or career roles within the firm, 
and f) to ensure the firm is delivering its software commitments to clients. 
Case 7 – The following objectives were expressed by the firm’s sales manager who 
has been initiating the formal PM components: a) to work collaboratively with the 
sales staff; b) to motivate the sales force to be high performers; c) to track sales 
performance, isolate problem areas, and identify improved work methods; d) to 
identify gaps in training and knowledge, and develop guidelines for personal 
development; e) to assist with long term corporate and marketing decisions, and f) to 
develop a process that is not an administrative burden, but rather an investment for 
sales representatives. 
Case 8 – There was general agreement among the executives and managers with 
respect to the following six objectives: a) to maintain high client satisfaction during 
periods of firm growth; b) to increase the number of clients and the diversity of their 
base; c) to monitor whether the firm is meeting its goals and, if not, be able to 
analyse what is happening; d) to communicate ‘what is expected’ from each 
individual; e) to encourage employee growth, competition, and creativity; f) to 
identify employee training, development, and knowledge needs, and g) to contribute 
to the growth and progression of the team members. 
 
Cross-case analysis – Comparison of performance management objectives 
The committee members in case 1 shared the greatest degree of commonality when 
expressing their firm’s PM objectives.  Nevertheless, consistency among the 
managers in five of the other cases was also very evident.  On occasion, executive 
members or HR managers added one or two objectives.  A comparison of the 
similarities and differences in objectives is outlined in table 4.3. 
 
Among the cases, an initial analysis of table 4.3 suggests few similarities in their 
objectives for PM processes.  The only exception appears to be the strong common 
objective for employee development, which is shared by seven of the eight cases.  
Nevertheless, when the objectives are clustered into broader categories, more 
commonality becomes apparent.  For example, when the objectives are grouped 
together under ‘reward systems’ or ‘business performance’ clusters, six firms share a 
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similar focus.  Likewise, clusters result in greater similarity among the cases for 
other PM objectives, such as employee performance, customer satisfaction, and 
communication. 
 
Table 4.3 Comparison of performance management objectives 
Case studies  Î 1 2 3 4 5 6 7 8 
 Objectives Ð 
 Development cluster (7 cases) 
 Identify training, development, and behavioural needs    
 Develop leaders        
 Reward systems cluster (6 cases) 
 Correlate performance with compensation increases   
 Recognise good behaviour and exceptional performance 
 Enhance job satisfaction and employee motivation  
 Ensure employees ‘enjoy coming to work’  
 Business performance cluster (6 cases) 
 Align employees with corporate values, goals or plans  
 Implement a method for ‘checks and balances’ 
 Track organisational growth plans  
 Identify problematic management and other processes 
 Assist with corporate and marketing decisions  
 Monitor and analyse firm’s goal variances 
 Increase number and diversity of client base 
 Employee performance cluster (5 cases) 
 Stimulate employee accountability  
 Evaluate employee performance  
 Determine probationary employee’s suitability 
 Customer satisfaction cluster (4 cases) 
 Meet customer expectations and satisfaction 
 Communication cluster (4 cases) 
 Communicate employee-employer expectations  
 Provide feedback to employees  
 Align job responsibilities with job expectations  
 Work collaboratively with employees  
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Table 4.3 continued 
Case studies  Î 1 2 3 4 5 6 7 8 
 Objectives Ð 
Miscellaneous cluster  
 Develop a process that demonstrates value/investment   
 Encourage teams’  and members’ expectations   
 Identify candidates for promotional/career opportunities 
 Aspire to be ‘best employer’  
 Enhance firm’s software offerings  
 Minimise team and employee stress levels 
 Retain well qualified employees 
 Maintain legal documentation 
 Assure standardisation and consistency 
(Source: Developed for this research using section 3.2 in the case studies) 
 
Dissimilarities among the cases’ objectives are also more evident with clustering.  
For example, within the miscellaneous cluster, the two largest firms (cases 5 and 6) 
are distinguished from the others by their introduction of promotional or career 
objectives for their PM processes.  Variations in the miscellaneous cluster present 
relatively unique objectives, which are specific to individual cases. 
 
A comparison between the cases’ reasons for pursuing PM processes and their 
clusters of objectives reveals that all followed their initial purpose to some extent.  
Table 4.4 compares the firms’ reasons for initiating PM processes with the PM 
objectives documented in the case studies. 
 
An analysis of table 4.4 reveals that both firm performance and employee 
performance initiatives are addressed in the objectives of four and five cases 
respectively.  Further, of the four cases that initiated PM processes for employee 
rewards, three translate this purpose into their objectives, and three additional firms 
have added this objective to their portfolios. 
 
The most striking difference between the initial reasons for implementing PM 
processes and the resulting objectives is the inclusion of development objectives by 
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six additional firms.  Other dissimilarities are evident in the miscellaneous cluster, 
where objectives added to the cases’ portfolios are frequently unique to their needs. 
 
Table 4.4 Reasons for initiating performance management in comparison to the 
objectives for the process  
Reason initiated (# cases) Cluster of objectives (# cases) Cases with match  
Employee performance (6 cases)   Employee performance (6 cases) 1, 3, 5 & 7  
Firm performance* (6 cases) Business performance (5 cases) 1,  2,  4, 7 & 8  
Employee reward systems** (4 
cases) Reward systems (6 cases) 2, 4 & 5 
Customer satisfaction (4 cases) Customer satisfaction (4 cases) 2, 3 & 8 
Communication (3 cases) Communication (4 cases) 6 
Teamwork (3 cases) Teamwork (2 cases) 3 
Leadership development (1 case) Development (7 cases) 6 
Other reasons (3 cases) Miscellaneous (6 cases) 5 (consistency) 
* A combination of financial/operating and sales/marketing performance reasons for implementing. 
** A combination of employee recognition and incentive pay reasons for implementing. 
(Source: Developed for this research using information in tables 4.2(a) and 4.3) 
 
4.3.3 Performance management components  
The PM components and elements implemented by each firm are a strong reflection 
of its definition because, whether formal or informal, they represent the actions that a 
firm is willing to assume.  This segment begins with a description of individual firm 
components or elements and concludes with a discussion of similarities and 
differences across the cases.  
 
Individual case analysis – Performance management components 
The following findings document the existing components or elements contained in 
each firm’s PM process. 
Case 1 – There are a number of components to the firm’s new PM process.  It begins 
with the strategic plan, which translates into a working business plan.  The business 
plan is then used to develop the departmental goals and objectives that guide 
individual and team objectives.  The latter are established jointly, and these 
objectives are weighted according to job contribution to departmental objectives.  A 
list of competencies with behavioural indicators has been developed to support the 
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individual and team objectives.  A four-point rating scale has been defined for 
assessing objectives, competencies, and behaviours.  The new process is team-
oriented; it measures each employee’s contribution to overall team objectives, 
competencies, and behaviours, as well as individual ones.  Quarterly and annual 
formal appraisals focus on the personal and professional development of employees.  
The process is intended to highlight gaps and identify opportunities for management 
and employee development plans.  Recently, the firm introduced individual 
performance-based incentive bonuses, which have been well received. 
Case 2 – The firm has implemented several formal PM components and has a 
number of informal ones as well.  Its PM process has a corporate focus in that it 
begins with a strong set of priorities or goals that guide the firm.  These corporate 
goals each cascade to departmental goals, which translate into individual goals.  The 
managers and employees are held accountable for those goals under their jurisdiction.  
Accountability frameworks define employees’ areas of responsibility, so that they 
cannot lose sight of their main objectives.  There has been a recent shift to a team-
orientation.  The resulting team cohesiveness has been supported by the goals 
process, and the high priority of team membership is reflected in performance 
feedback.  Quarterly, each employee completes a self-appraisal form, which 
culminates in a formal appraisal session.  Since management recognises the 
importance of continual feedback, there are no surprises during these sessions. The 
managers and supervisors explore employee growth potential and needs for 
education based on these quarterly appraisals. 
Case 3 – Until recently, the firm’s PM components have been relatively informal; 
nevertheless, there are a number in position to track firm and employee performance.  
To begin, the sales department has formal job descriptions, which are also used for 
reviewing performance.  All departments have software programs that track, in real-
time, key performance metrics.  Although most employees are independent 
contributors, an intra- and inter-departmental team-orientation is common for quality 
control, problem solving, and job completion issues. As such, the performance 
metrics capture team as well as individual performance measures, allow for self-
monitoring, and provide manager-employee opportunities to discuss performance, 
albeit informally.  With the exception of the sales department, formal appraisals 
have not been developed for the majority of employees.  Where problems are 
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identified by the software or appraisals, employee training is an early consideration.  
Informally performance is considered when compensation increases are awarded. 
Case 4 – Currently, the firm’s PM process is mainly informal but with some recently 
introduced formal initiatives.  The process begins with a business plan; this plan is 
converted to an annual budget, which is used to develop monthly, quarterly, and 
annual financial targets.  Based on these corporate targets, managers develop weekly, 
monthly, and quarterly performance metrics for their employees.  Various measures 
are employed for determining individual as well as team-oriented contributions.  The 
extent to which employees are involved in the development of the objectives varies.  
Since the firm is small, any assessment of results related to employee performance is 
on-going and ad hoc.  In most cases, employees receive face-to-face feedback 
through their managers or immediate supervisors and directly from peers; otherwise, 
remote employees obtain results by telephone or e-mail.  Senior sales representatives 
have self-monitoring processes in position. 
Case 5 – The formal components that frame the firm’s PM process have been 
implemented over a three year period.  To begin, there are defined corporate goals 
and objectives, and they translate to employee personal or performance objectives.  
Job descriptions define the employees’ major responsibilities, which are weighted 
and used to develop employees’ objectives.  In turn, these objectives are weighted 
and the results achieved by each employee are firstly recorded as comments and 
secondly translated into a five-point rating.  The behaviour demonstrated by each 
employee is used to identify employee development plans but does not have any 
bearing on the employees’ overall performance ratings.  Quarterly and annual formal 
appraisals are part of the companywide process and are scheduled according to 
calendar year.  The firm’s profit sharing plan is directly related to each employee’s 
salary level and performance results; the bonus is distributed quarterly to eligible 
employees. 
Case 6 – There are several formal components to the firm’s new PM process 
currently being implemented.  Although the new process is not directly tied to its 
strategic management process, it is viewed as a strategy implementation tool.  A 
performance planning and review form is used to define and weigh each employee’s 
major responsibilities, personal objectives, peer feedback, and behavioural 
competencies. The new process is highly focused towards employee training and 
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development, job enrichment, and team-oriented communications.  As such, the 
formal annual appraisal assesses each employee’s performance and professional 
development and from three perspectives: peer, supervisory, and self.  In addition, 
there is a mandatory six-month interim meeting where the manager reviews each 
employee’s development plan.  In addition to the support provided by managers and 
employees’ Myers-Briggs Type Indicator® (MBTI®) assessments, the firm has 
complete PM handbooks for both managers and employees. 
Case 7 – The firm’s PM process has both informal and recently proposed formal 
components.  Initially, its business direction is communicated informally by the CEO, 
and, since the firm is small, there has been little difficulty in keeping employees 
aligned.  Traditionally, each department has developed its own methods for 
measuring performance.  More recently, the sales department has been initiating a 
more formal approach for measuring and tracking expected outcomes.  A newly 
proposed appraisal document defines a three-level rating scale for assessing 
performance.  One major focus of the new process is to isolate problem areas and to 
develop guidelines for personal development. 
Case 8 – The firm’s PM process has a number of formal components.  It begins with 
short and long term corporate goals and tactical plans, which are used for developing 
departmental objectives.  These department objectives become the foundation for 
team and individual objectives.  Managers have input into their objectives, and 
employees have opportunities to influence their task-oriented and personal objectives.  
A number of desired attributes have been defined for employees and these are 
assessed using a four-point rating scale.  On an ongoing basis, team building 
behaviours are monitored and reviewed.  Formal reviews are conducted by all 
executives and managers at least semi-annually and annually.  Additionally, 
employees can monitor their own progress through readily available client 
satisfaction, revenue, and activity metrics.  Following a formal review, there is some 
attention to formal training at the management level but less so at the employee level.  
Annual compensation increases are tied to performance, and incentive pay is 
currently part of the executive and new-hire package. 
 
Cross-case analysis – Comparison of performance management components 
Among the eight high technology firms, there are a number of implemented formal 
components as well as informal elements that constitute their PM processes.  An 
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initial analysis of case study processes reveals that the strongest similarity among 
them is the existence of a formal appraisal component, and the largest difference is 
the presence or absence of a strategic focus.  Table 4.5 (a), however, expands on 
similarities and differences evident among the cases’ PM components. 
 
Table 4.5 (a) Comparisons of performance management components  
Case studies  Î   1 2 3 4 5 6 7 8 
 Components Ð 
 Formal appraisals – table 4.5(b)   
 Informal appraisals of results      
 Individual goals/outcomes    
 Corporate objectives/goals    
 Business plans       
 Performance/tracking metrics       
 Job descriptions/accountabilities    
 Competencies/demonstrated behaviours      
 Training and development/education    
 Incentive bonuses/profit-sharing      
 Compensation increases        
 Team-orientation    
 Strategic focus        
(Source: Developed for this research using section 3.3 of the case studies)  
 
As illustrated, five of the cases’ PM processes assess individual goals that cascade 
either formally or informally from corporate goals, and the remaining three develop 
individual goals from business plans or predetermined measures.  With the exception 
of the two smallest cases (4 and 7), the PM processes also contain job responsibilities, 
defined attributes, competencies, or expected behaviours.  Only the two largest cases 
(5 and 6), however, assess both job responsibilities and behaviours as part of their 
formal appraisal processes. 
 
Further analysis confirms that the case studies continue to support their development 
and reward-systems objectives.  Five describe formal components for training and 
development or education.  This component is similar in that the case studies reveal a 
‘needs identification’ focus, but it differs in ‘committed investment’, which varies 
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from fully-documented development plans to self-development initiatives.  From a 
reward-systems perspective, three cases formally factor performance results into 
their annual or incentive compensation decisions. 
 
An in-depth investigation of the cases (section 3.3 in appendices E to L for additional 
detail) discloses differences in the degree of formality and extent of coverage within 
the components identified by table 4.5 (a).  For example, the formal performance 
appraisal component, detailed in table 4.5 (b), shows that five of the six programs are 
companywide but only two apply to both managers and employees.   
 
Table 4.5 (b) Comparison of formal performance appraisal components 
CASE STUDY # 
1 2 3 4 5 6 7 8 
Implemented formal elements (I-P = in-process) 
Firm wide Firm wide Sales only Sales I-P Firm wide Firm wide Sales I-P Firm wide 
Formal review sessions apply to 
Employees Employees Sales reps. Employees Employees Managers 
Employees 
Employees Managers 
Employees 
Feedback received from 
Manager/ 
supervisor 
Manager/ 
supervisor 
HR rep. 
Self 
Manager/ 
supervisor 
Self 
Manager/ 
supervisor 
Peers 
Self 
Manager/ 
supervisor 
Self 
Manager/ 
supervisor 
Peers 
Self 
Manager/ 
supervisor 
Self 
Manager/ 
supervisor 
Peers 
Clients 
Self 
Main focus 
Development Improvement Feedback (Feedback) Profit-sharing Development (Feedback) Expectations 
Elements evaluated 
Objectives 
Behaviour 
Team focus 
Responsibility
Goals 
Team focus 
Job desc. 
Sales 
Objectives Responsibility
Objectives 
Results 
Behaviour 
Responsibility
Objectives 
Behaviour 
T&D plans 
Expectations Objectives 
Attributes 
Team focus 
Review frequency (F = formal) 
Quarterly 
Annual (F) 
Quarterly 
Annual (F) 
Quarterly 
Annual (F) 
Ad hoc Probation 
Quarterly 
Annual (F) 
Semi- 
Annual (F) 
Ad hoc Probation 
Quarterly 
Annual (F) 
Rating-scale used 
4-point    5-point Total 100 3-levels 4-point 
Formal integration with compensation package 
Individual 
incentives 
   Profit-sharing   Annual inc. 
Incentives 
Timing of reviews 
Date of hire 
Appointment 
Date of hire   Calendar    
(Source: Developed for this research using section 3.3 of the case studies) 
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0 1 2 3 4 5 6 7 8
Other
Multiple ratings
Assessment centres
MBO 
Self appraisals   
Performance tests 
Field reviews 
BARS
Graphic rating scales 
Critical incidents
Number of High Technology Firms
Further, the elements evaluated during formal review sessions vary among the cases, 
and the extent of team focus differs among them as well.  Six of the cases conduct 
quarterly or semi-annual and formal annual appraisals; not surprisingly, the smallest 
cases are able to manage with ad hoc reviews. 
 
Whether the appraisal sessions reported in table 4.5 (b) are formal or informal, all 
cases communicate the use of several popular assessment tools.  As displayed in 
figure 4.1, Management by Objectives (MBO) and self-appraisals are, by far, the 
most frequently implemented.  The popularity of MBO among the cases is consistent 
with their commonly reported PM component, individual goal-setting, but the 
assessment tool appears to be lacking in its full-potential, judging from the relative 
absence of strategic components reflected in table 4.5 (a). 
 
Figure 4.1 Types of assessment tools implemented by firms 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
(Source: Developed for this research using question 1 responses from firm surveys) 
 
Finally, five of the case studies suggest a shift towards team-oriented PM processes 
and, as a result, review employee contribution to team results or measure team output.  
All of the firms’ surveys confirm that work teams are highly relevant and that each 
employs various types of team configurations, as displayed in figure 4.2. 
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Figure 4.2 Types work teams and frequency of use by firms  
5
7
5
7
3 0
Formal groups
Informal groups
Parallel or problem-solving teams
Project teams
Self-managed teams
Other
 
(Source: Developed for this research using question 6 responses from firm surveys) 
 
The types of work teams most frequently reported by the eight cases are project 
teams and informal groups.  The next most common types are problem-solving and 
formal group structures. 
 
4.3.4 Significant issues and enhancement plans  
In addition to the components already identified, many of the firms have plans for 
introducing new or enhancing existing components or elements.  These too are a 
reflection of the firms’ definitions of PM.  This segment begins with a description of 
individual cases’ PM plans and concludes with an analysis and discussion of case 
comparisons. 
 
Individual case analysis – Planned enhancements  
The following findings document the PM components or elements planned for 
implementation by the individual firms. 
Case 1 – Two components are currently under review by the firm’s committee: to 
add team-oriented performance-based quarterly incentives, and to identify methods 
that are not onerous for managers or employees but encourage implementation.  Two 
future issues intended for investigation are identifying methods for tracking 
educational needs and examining the benefits of peer reviews. 
Case 2 – The next logical step, according to the CEO and management team, is to 
implement a Balanced Scorecard (BSC) management system.  Currently, the firm is 
actively working on BSC metrics for the firm’s PM process and a performance-based 
 121 
incentive bonus system.  In time, it is anticipated that employee growth planning, 
reviewed during appraisal sessions, will necessitate training that is more formal. 
Case 3 – The firm has three important initiatives in process: to create formal 
companywide measurement systems, to introduce a formal profit-sharing plan, and to 
improve inter-departmental project management.  In addition, the management team 
has been working towards the development of formal appraisals, the identification of 
behavioural measures, and the improvement of new employee training. 
Case 4 – The firm is currently initiating one major improvement to its PM process.  
In 2005, it is implementing software that promises to formalise a corporate standard; 
this integrated network also provides for self-evaluation of performance.  Two 
additional enhancements are under consideration: a BSC set of measures and the 
reinforcement of training and progression.  The management team recognises that 
PM practices are more of an issue with the firm’s imminent growth. 
Case 5 – The firm’s emphasis for its new companywide PM process has been on full 
implementation and gaining more experience with it.  Nevertheless, the following 
enhancements are anticipated: a shift to a team focus for larger projects, more 
attention to employee development needs, and an evaluation of training effectiveness. 
Case 6 –The initial enhancement is to implement the firm’s new PM process 
companywide.  Now, all new employees complete MBTI® assessments following 
their three-month probationary period.  Otherwise, line managers are in the process 
of isolating those metrics necessary for improving integration between the new PM 
process and the firm’s strategic objectives. 
Case 7 – The firm’s immediate enhancement is for its sales department to collaborate 
and obtain buy-in from all stakeholders on the proposed PM initiatives. 
Case 8 – The management team is currently implementing two key enhancements.  
To begin, the firm is evolving towards a performance incentive-based pay, where 
individual and group incentives are awarded quarterly or semi-annually and based on 
specific metrics.  Secondly, a reporting mechanism for key information has been 
defined and is currently being implemented and evaluated. 
 
Cross-case analysis – Comparison of planned enhancements 
The addition of enhancements provides a more comprehensive picture of how 
technology firms define PM.  When the planned PM components are added to the 
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existing ones in table 4.5 (a), the similarities among the cases increase but the lack of 
a strategic focus remains.  A full comparison of the cases’ existing and planned 
components is outlined in table 4.6. 
 
Table 4.6 Comparison of existing and planned components  
Case study  Î  1 2 3 4 5 6 7 8 
 Performance management components Ð 
 Formal appraisals – table 4.5 (b)  
 Informal appraisals of results      
 Individual goals/outcomes   
 Corporate objectives/goals    
 Business plans       
 Performance/tracking metrics     
 Job descriptions/accountabilities    
 Competencies/demonstrated behaviours    
 Training and development/education   
 Individual incentives/profit-sharing    
 Team-based incentives       
 Compensation increases       
 Team-orientation   
 Strategic focus       
  Key:      Existing  Planned  
(Source: Developed for this research using section 3.4 of the case studies)  
 
An analysis of table 4.6 reveals that the definitions of PM, when viewed through 
existing components and enhancements, are very similar among the eight case 
studies.  Seven of the cases implement formal appraisal programs either 
companywide or within one department and the eighth firm is implementing 
companywide software that facilitates performance self-monitoring.  Further, the 
case enhancements show an increase in support for individual goals and additional 
companywide tracking metrics.  Several of the case studies express, to varying 
degrees, interest in implementing BSC metrics.  Three cases indicate plans to 
introduce new or to expand existing incentive programs, which brings the total to 
five cases.  Other planned enhancements focus on the mechanics of the PM process 
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or its appraisal component.  For example, greater interest in the tracking or 
evaluation of training and development programs is expressed in a number of cases. 
 
Unlike table 4.5 (a), the firms’ planned enhancements in table 4.6 introduce a new 
component – team-based incentives.  On one hand, these team rewards have the 
potential to change the focus of PM for two of the cases, and, on the other, they 
represent a greater divide between one-quarter of the cases and the other three-
quarters.  Although the strategic component remains a major difference among the 
cases, the need for strategic integration is recognised by two cases in table 4.6 in 
comparison to only one in table 4.5 (a).  A strategic focus to PM processes is, 
however, an apparent anomaly as five firm surveys record that their PM processes 
integrate with their business strategies, as displayed in figure 4.3. 
 
Figure 4.3 Extent of performance management implementation by firms 
0 1 2 3 4 5 6 7 8
Other
Links HRM and reward management
Emphasises line management accountability
Focuses on training and development
Develops team performance
Develops Individual performance
Integrates with business strategy
Cases
 
(Source: Developed for this research using question 2 responses from firm surveys) 
 
4.3.5 Summary of findings for RI 1  
Overall, the individual firm’s findings and cross-case discussions addressing RI 1 
reveal that high technology SMEs in the Okanagan Valley region define PM 
similarly to the working definition developed for this research in chapter 2.  Based on 
the firms’ reasons for initiating PM processes, their objectives, their components, and 
their planned enhancements, the case studies suggest a good understanding of and 
knowledge about PM processes.  Other than integration with business strategy, the 
PM implementation responses in figure 4.3 do not vary substantially from the case 
study documents.  The major omission in the findings is the lack of attention and 
integration of PM processes with strategic business planning. 
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4.4 Research issue 2 – How do high technology firms in the 
Okanagan Valley region describe their competitive advantage? 
The previous section examined the understanding of PM processes by the eight high 
technology firms in the Okanagan Valley region.  The purpose of this section is to 
determine how these firms define competitive advantage.  The findings are based on 
participants’ responses to questions 7 and 11 in the interview protocol (appendix B) 
and section 6 of the case studies (appendices E to L).  The determination of the 
firms’ definition of competitive advantage is organised under three segments: types 
and scope, role of human capital, and contribution by performance management.  
Each segment begins with individual case study findings and concludes with a 
discussion of cross-case comparisons of results. 
 
4.4.1 Types and scope of competitive advantage 
Two generic parameters define a firm’s competitive advantage: basic type and scope.  
How each firm defines competitive advantage, then, is explained by its desired 
competitive advantage and the interviewees’ description of the parameters.  This 
segment begins with a description of each firm’s competitive advantage(s), and it 
concludes with a discussion of cross-case comparisons based on type and scope. 
 
Individual case analysis – Descriptions of competitive advantage 
The following findings document the competitive advantage sought by each firm. 
Case 1 – The firm’s competitive advantage is its configured human resource 
management (HRM) software, which totally integrates real-time employee data.  Its 
technology is differentiated by a reduced implementation cost, no loss of data during 
upgrading, and its high priority on customer service.  The firm invests in research 
and development (R&D) and continues to upgrade its product offerings.   The scope 
of its market is currently narrow and targets the healthcare segment, but the firm is 
expanding its software to other market segments - complex medium to large-sized 
organisations that have multiple types of positions, unionised or contract employees, 
and shift work or 24/7 operations in Canada or United States. 
Case 2 – The firm’s competitive advantage is its ability to identify its clients’ needs 
as well as those of its clients’ target customers and to exceed client expectations for 
quality and customer service.  Its search marketing products and services are 
differentiated by its research into buyers’ behaviours, which facilitates customised 
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strategies for clients.  The firm invests in two types of regular research: technical 
search engine research (tactical) and customer-behaviour research (strategic).  From 
a pricing perspective the firm’s products and services fit into the middle range.  The 
scope of the market is broad in that it traverses several industries, but, within specific 
markets, it concentrates on those firms with online marketing budgets in excess of 
one hundred thousand dollars. 
Case 3 – The firm’s competitive advantage is its point-of-sale (POS) software, which 
provides fully-integrated business solutions.  The technology is differentiated by its 
flexible customising ability to meet the needs of customers across a wide variety of 
industries (retail, wholesale and service markets).  The firm has over 1000 
international customers in 22 different countries.  In addition, its customers benefit 
from software and Internet training and support for middle pricing.  The scope of its 
market is broad in that the firm sells to multiple markets; more recently, the firm has 
been directing its attention to those sectors that consider sales and programming 
expertise and customers’ business needs. 
Case 4 – The firm’s competitive advantage is its radio frequency identification 
(RFID) technology, which is robust, flexible, feature-rich, and difficult to replicate.  
Comparatively, its products are differentiated by enhanced performance, which 
facilitates its leadership position.  The firm invests in R&D to maintain its 
technological advantage.  Further, the firm focuses on meeting its customers’ needs 
and their expectations.  Products are priced competitively, but at the higher end.  The 
scope of the firm’s market is worldwide and highly growth-oriented, but its Kelowna 
headquarters concentrates on customers and business partners located in North and 
South America and in the Asian-Pacific countries. 
Case 5 – The firm’s competitive advantage is its outstanding reputation for 
producing customised quality products.  It is differentiated by its knowledgeable and 
available product support employees and, if price is not an issue, its superior product 
performance and economical repair conditions.  In addition, the firm’s 25-years in 
business and its global relationships with parent organisations are distinct advantages.  
The scope of the firm’s market is narrow; the firm is a leading manufacturer of 
specialised aircraft communications equipment. 
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Case 6 – The firm’s competitive advantage is its software technology, which is 
highly complex but configurable.  It is differentiated from rivals by its extensive 
knowledge of clients’ operations and needs and its base of highly motivated and 
professional employees with long-term service.  The scope of the firm’s market is 
narrow.  It targets the forest products industry – historically, mills and, more recently, 
wholesale and distribution functions.  As well as Canadian markets, the firm is well 
established in a number of international markets – United States (US), United 
Kingdom (UK) and Australia (AU). 
Case 7 – The firm’s competitive advantage is its software products, which are 
differentiated by their focus on specific customers’ needs.  That is, unlike rivals that 
address the needs of broader markets, the firm’s survey software products focus only 
on the needs of land surveyors.  In addition, this specialized software performs well 
and offers very good value.  The firm’s forensic software, which was introduced to a 
market with established competitors, is the ‘Cadillac’ and first fully-integrated 
system.  The firm is the leading provider and competes on performance, positioning 
and power, and at a good price.  The scope of each market is narrow.  The survey 
products focus on the needs of land surveyors, and forensic software is directed at the 
needs of police forces. The customer base is international; outside of Canada, 55 
percent of sales are in the US and 10 percent are European, South American and 
Asian-Pacific. 
Case 8 – The firm’s competitive advantage is its client-centred culture and service 
leadership.  The latter is supported by customer satisfaction ratings and industry 
consultants’ feedback.  Further, the firm is differentiated from its competitors by its 
breadth and depth of product line.  It owns its own code, which is an advantage for 
scheduling work, adding functionality, and integrating systems.  The firm invests 
heavily in R&D because it is committed to keeping its clients’ software investment 
up-to-date with new technology.  The firm offers excellent pricing for its customised 
software.  The scope of the firm’s market is focused on the needs of municipalities, 
regional districts (cities, towns, villages, and improvement districts) and utilities.  
The majority of these clients are located in Canada and a few in the US. 
 
Cross-case analysis – Comparison of competitive advantages 
To determine how closely the high technology cases define competitive advantage, it 
is important to compare their generic competitive strategies – type of advantage and 
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scope of competition.  An analysis of these two parameters suggests similarities 
among the cases.  The strongest similarity is their differentiation strategies.  The 
main difference is the breadth of their market segments.  A full comparison of the 
parameters, based on the individual findings above, is outlined in figure 4.4. 
 
Figure 4.4 Comparison of generic competitive strategies 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
(Source: Adapted from Porter 1985, new introduction in 1998, figure 1-3, p.12) 
 
Figure 4.4 reveals that the basis for differentiation varies among the cases – three 
cases report a broad differentiated strategic advantage and five a narrow 
differentiated one.  Within these markets, the individual case findings above and 
sections 1.2 and 6.1 in the case studies (appendices E to L) indicate a number of 
similarities and differences among them.  In seven of the eight cases, interview 
participants attribute their competitive advantages to superior technology.  The 
eighth case views the depth and breadth of its research, as its competitive advantage. 
 
In all cases, either customer-centric cultures or attending to customer service needs 
are central to the firms’ competitive postures.  The latter is an interesting finding 
because the dominance needed for a competitive advantage is frequently associated 
with a firm’s ability to leverage a valuable capability or distinctive competence 
(Thompson, Strickland & Gamble 2005).  Nevertheless, when participants were 
asked ‘How would you summarise the distinctiveness of your firm’s competitive 
advantage?’ the responses were mixed and all participants in all cases found the 
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question difficult to answer.  Many participants qualified their responses or did not 
answer, as indicated in figure 4.5; the requested numerical response was from a low 
of 1 to a high of 7. 
 
Figure 4.5 Distinctiveness of firms’ competitive advantages 
  Low Í Responses Î High 
Cases # Parts. 1 2 3 4 5 6 7 
1 4 of 5          
2 2 of 5        
3 5 of 5        
4 1 of 4          
5 4 of 5          
6 0 of 3 No numerical responses from firm’s participants 
7 0 of 2 No numerical responses from firm’s participants 
8 4 of 5            
Key Executive & HR managers  Line managers  Overlapping  
(Source: Developed for this research using participants’ responses to interview question 7) 
 
The responses illustrated in figure 4.5 are more often a reflection of the number of 
respondents not necessarily differing responses.  Nonetheless, cases 1 and 5, each of 
which have HR Managers, report more similar responses among the respondents than 
others cases with four or five respondents.  One HR Manager separated the rating 
into two – competing for staff versus competing for clients.  Otherwise, across the 
cases, there are no trends suggesting common traits among the executive and HR or 
line manager groupings.  Other executives and line managers included ‘people’ in 
their verbal, as opposed to numerical, responses. 
 
4.4.2 Role of human capital in building a competitive advantage  
Most participants across the firms qualified their descriptions of competitive 
advantage as external or internal and, from an internal perspective, referenced the 
importance of people.  As such, the following case studies disclose the role of human 
capital in building their competitive advantages.  For this study, human capital is 
defined as ‘the sum of employees’ knowledge, skills, experience, and commitment 
invested in the organization’ (Belcourt & McBey 2004, p.23) and represents an 
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internal focus.  This segment begins with the role of each firm’s human capital in 
building its competitive advantage, and it concludes with a cross-case discussion 
based on similarities and differences in the roles of human capital for gaining 
competitive advantages. 
 
Individual case analysis – Role of human capital in building a competitive advantage 
The following findings document the role of human capital in building each firm’s 
competitive advantage. 
Case 1 – According to the CEO, the firm’s investment in employees is its biggest 
competitive advantage.  Moreover, the managers agree that this advantage results 
from a number of intangible as well as tangible employee skills, such as innovation 
in their problem-solving skills, an understanding of the marketplace, and knowledge 
of products plus their value propositions for customers.  In support, the firm 
accentuates quality over arbitrary deadlines or unreasonable demands and promotes a 
pleasant working environment.  The auditor’s report affirms that market success and 
competitive advantage will depend on the retention of competent R&D staff. 
Case 2 – According to the management team, the firm’s employees bring 
distinctiveness to its competitive advantage.  Furthermore, this distinctiveness is the 
result of highly qualified and varied backgrounds, such as customer service skills, 
technical competencies, graphic-design capabilities, analytical and problem-solving 
abilities.  To sustain an advantage, employees require underlying skills-sets: 
marketing, communication and business.  The firm promotes its customer-centred 
culture and its employees’ customer-service posture as an advantage. 
Case 3 - The importance of people to the firm is described as huge.  Over its 20-year 
history, it has attracted and retained outstanding employees who are talented and 
dedicated.  Recent growth and a new competitive focus has necessitated a more 
formal approach to knowledge management; as a result, the firm is building its 
knowledge by encouraging employees to contribute their expertise to a central data 
base.  This sharing is directed towards the firm’s competitive advantage, which is 
then conveyed through employees’ work to customers. 
Case 4 – According to the CEO and the President, the firm would not be in business 
without the intellectual capital that resides in its people.  Since the knowledge 
requirements are very specialised, all employees understand how the firm’s 
 130 
technology performs.  In support, management invests heavily in on-the-job training 
for new employees and in varying degrees of specialised training for all employees.  
According to the managers, the firm is special because employees are eager to 
deliver quality products that build customer support. 
Case 5 – The firm’s reputation for building quality custom products is attributed to 
its employees who design and produce products that are better than those of the 
competition.  In addition, employees are recognised for the firm’s excellent product 
support.  That is, management credits employee knowledge, expertise, and 
dedication for its competitive edge.  Retention has been a key factor in developing 
the experience base and required skill sets. 
Case 6 – According to the managers, the firm’s leadership position in its niche 
market is a function of its employees’ industry knowledge, which has been building 
over the years.  As well, this industry expertise inherent in the firm’s employee know-
how is valued by its clients.  In support of the importance of people, managers 
provide employees with the training and tools needed to stay abreast of the latest 
technology, and they delegate responsibility and authority to employees who have 
acquired the necessary skill-sets. 
Case 7 – The firm’s employees are knowledgeable about its products and have 
several years with the firm.  Specifically, programmers and sales representatives 
have surveying experience and can relate to customers.  The Director of Sales is 
currently re-positioning the sales team so that it will be difficult for the competition 
to duplicate the firm’s experience and knowledge. 
Case 8 – The firm’s human capital is vital to its customer service leadership and, 
hence, its competitive advantage.  Further, employees keep the firm competitive, 
make it adaptive to the marketplace, and create its service difference.  In support, the 
firm encourages well-rounded skilled people who promote the desired levels of 
customer satisfaction.  Technical skills are not as important as the product knowledge 
skills and the understanding of business success.  Turnover is a liability to this firm 
because its knowledge base is related to years of service and experience. 
 
Cross-case analysis – Human capital role in building competitive advantages 
To understand better the role of human capital in building a competitive advantage, it 
is essential to understand the importance of people and their knowledge to the 
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business requirements of the firm.  An initial comparison indicates that 100 percent 
of the cases acknowledge human capital as either a competitive advantage or an 
integral component of it.  The case descriptions vary from employees being the 
biggest competitive advantage to human capital being vital to customer service 
leadership to intellectual capital being the reason for the business.  A full 
comparison of the roles of human capital among the cases is outlined in table 4.7 (a).   
 
Table 4.7 (a) Comparison of human capital roles among cases 
Case studies  Î 1 2 3 4 5 6 7 8 
 Role of human capital Ð  
 Specialised or expert knowledge    
 Product knowledge and value proposition    
 Market/industry understanding      
 Talented and dedicated      
 Communication skills      
 Well rounded and varied backgrounds      
 Marketing and customer relations      
 Innovation in problem-solving       
 Business acumen       
 Design and production skills        
(Source: Developed for this research using section 6.2 of the case studies) 
 
Table 4.7 (a) reinforces the importance of human capital to the high technology 
sector.  In addition to the tangible skills that are often case specific, a variety of 
intangible skills are identified, such as communication, customer relations, 
innovation, and general business insight.  Employees’ product and industry 
knowledge are important in the cases as well.  This emphasis on human capital is 
aimed clearly at supporting and sustaining the cases’ competitive advantages.  As a 
result, the case studies identify a number of methods for preserving their human 
capital pools, as displayed in table 4.7 (b). 
 
In all cases, a customer-oriented culture is referenced, either directly or indirectly.  
Five of the cases specifically identify the importance of employee retention, and four 
describe the importance of quality recruitment.  The final similarity is a climate of 
product quality; four cases overtly refer to firm policies or employee commitment.  
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The other methods described in the cases for supporting human capital pools are 
more individualistic – employee recognition, training and education investment, 
employee working conditions, knowledge management, and delegation. 
 
Table 4.7 (b) Methods of support used to preserve human capital pools 
Case studies  Î 1 2 3 4 5 6 7 8 
 Methods of support Ð  
 Promotes a customer-oriented culture 
 Attends to retention issues    
 Emphasises a product quality culture     
 Recruits talented employees     
 Recognises employee dedication      
 Invests in training and needed tools       
 Advances pleasant working conditions        
 Manages a shared knowledge base        
 Delegates responsibility and authority        
 Positions employee/team  knowledge        
(Source: Developed for this research using section 6.2 of the case studies) 
 
4.4.3 Contribution of performance management for building a competitive 
advantage 
Another dimension to the definition of a competitive advantage is the involvement of 
PM processes.  Whether formal or informal, PM processes are a strong indication of 
a firm’s strategy implementation capability.  In turn, a firm’s strategy aimed at 
providing a product or service distinctive from that of rivals is a powerful 
opportunity for building a competitive advantage and likely a sustainable one.  This 
segment begins with individual case findings and concludes with a discussion of 
cross-case comparisons of the similarities and differences in PM contributions 
towards building a competitive advantage. 
 
Individual case analysis – Performance management contribution to a competitive 
advantage 
The following findings document the level of contribution to each firm’s competitive 
advantage by its PM process. 
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Case 1 – The firm’s new PM process emphasises product quality improvements by 
making sure that employees are productive, have the needed education, and are 
working to common goals.  In addition, technical skill-sets are tied to understanding 
client solutions, providing quality products, and delivering customer service.  The 
firm recognises that its long-term investment in knowledge about the firm, its 
systems, and its products results in employee retention and a profitable growing 
company. 
Case 2 – The firm’s PM process is viewed as one of the driving forces behind 
obtaining its competitive advantage because it identifies areas needing more time 
and effort to improve efficiency and effectiveness.  Without performance measures, 
the firm’s drive to be the best and remain one of the best is difficult.  The career 
curriculum and growth matrices, discussed during performance reviews, ensure 
human capital skills support the firm’s competitive advantage.  Monthly, the firm 
measures numbers that compare its performance to clients’ expectations. 
Case 3 – Employees through their experience and education communicate the firm’s 
competitive advantage; as a result, clients recognise the firm as talented.  The open-
office environment encourages immediate performance feedback and the discussion 
of solutions.  As part of its business follow-up process, the firm conducts customer 
surveys, the results of which are factored into employees’ performance results. 
Case 4 – The firm conveys its client successes, delivered applications, and needed 
improvements to all employees.  Further, the firm communicates its technology, 
customer, and other significant events as part of its sales process, through its Website, 
and with press releases.  The firm has been particularly successful in obtaining key 
third-party endorsements. 
Case 5 – The firm’s consistent companywide PM system supports its competitive 
advantage.  Line managers convey employees’ performance strengths during the 
performance review cycle; the HR Manager communicates the firm’s competitive 
advantages to candidates during the selection process. 
Case 6 – The firm’s PM supports its competitive advantage, because the process 
attends to its differentiating components – knowledge of clients’ operations and 
retention of motivated employees.  In support, the firm’s track record assists with the 
attraction of qualified employees. 
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Case 7 – At this stage, it is difficult to identify whether the firm’s informal PM 
elements contribute to its competitive advantage.  Nevertheless, the Director of Sales 
is developing more formal elements that are aimed at building the firm’s competitive 
advantage. 
Case 8 – Recently, the firm’s PM has provided good opportunities for tracking 
results.  For example, its ongoing review of corporate objectives highlights 
competitive areas needing attention.  Further, the firm employs PM to maintain its 
client service advantage and to improve its quality and product delivery initiatives.  
Many of the firm’s performance measures are tied to client success, the results of 
which are communicated to employees and shared with clients. 
 
Cross-case analysis – Comparison of performance management contributions to 
competitive advantages 
The following cross-case analysis provides insight into the contributions of PM 
processes towards gaining competitive advantages.  A full comparison of the cases’ 
PM contributions, based on the individual findings above, is outlined in table 4.8. 
 
Table 4.8 Contribution of performance management to gaining a competitive 
advantage 
Case studies  Î 1 2 3 4 5 6 7 8 
 Performance management contribution Ð 
 Measures business/customer results    
 Communicates competitive advantage*    
 Encourages feedback and solutions     
 Identifies areas needing attention      
 Ties skill-sets to customers’ needs     
 Isolates employee educational needs      
 Conveys successes to employees/clients       
 Monitors employee productivity       
 Emphasises product/service quality        
 Maintains customer service advantage       
 Supports drive to be and remain the best        
 Exposes new hires to firm’s advantages        
 *   Case 7 formal elements are under development for one department. 
(Source: Developed for this research using section 6.3 of the case studies) 
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Table 4.8 illustrates the importance of PM processes for tracking business or 
customer results and, in many cases, communicating their identified competitive 
advantages.  Three-quarters of the cases highlight the significance of PM for 
encouraging feedback, focusing on solutions, and recognising areas needing 
improvement.  Again, the findings indicate a role for PM for training and 
development but with the added advantage of aligning employees’ skills with 
customers’ needs.  Otherwise, the reported contributions of PM processes for gaining 
competitive advantages are unique and appear to vary by need – communicating to 
employees and customers, increasing employee productivity, increasing product or 
service quality, enhancing customer service, driving ‘to be the best’, and orienting 
new hires. 
 
To measure the degree to which the cases’ PM processes assisted with building their 
competitive advantages, participants were asked ‘How successful has your firm been 
in gaining a competitive advantage from performance management strategies?’  The 
requested response was from a low of 1 to a high of 7.  Again, the responses were 
mixed and most participants were reluctant to answer the question numerically, as 
indicated in figure 4.6. 
 
Figure 4.6 Success in gaining competitive advantages from performance 
management strategies 
  Unsuccessful Í Responses Î Very successful 
 
Cases 
No. of firm 
participants 1 2 3 4 5 6 7 
1 2 of 5          
2 5 of 5           
3 1 of 5          
4 1 of 4        
5 4 of 5          
6 0 of 3 No numerical responses from firm’s participants 
7 0 of 2 No numerical responses from firm’s participants 
8 4 of 5        
Key Executive & HR managers  Line managers  Both  
(Source: Developed for this research using responses to interview question 11) 
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The only numerical trend evident in figure 4.6 is that, in cases 2, 5 and 8, the ratings 
of line managers suggest more optimism than those of executive and HR managers.  
Otherwise, the figure illustrates that many participants are reluctant to respond 
numerically to this question.  Nevertheless, several managers from cases 1, 3, 4, 6 
and 7 volunteered that their PM programs were too new and have not yet been 
validated.  Others managers offered descriptions that ranged from ‘it does not have a 
big impact’ to ‘it will be very successful.’  Frequently, the latter comments were 
followed by anticipated ratings of 6 to 7 in future. 
 
4.4.4 Summary of findings for RI 2 
The individual firm findings and cross-case discussions focusing on RI 2 indicate 
that high technology firms in the Okanagan Valley region define competitive 
advantage in terms of its product or service advantage and its market scope.  Further, 
all cases recognise the important of human capital to these competitive advantages.  
The potential of PM for gaining a competitive advantage is not as clear from the case 
studies or participant interviews.  On one hand, table 4.8 illustrates common and 
unique PM contributions in the case studies for gaining competitive advantages, and, 
on the other, figure 4.6 suggests reluctance on the part of many participants to attach 
numerical responses to the successfulness of PM strategies for gaining competitive 
advantages. 
 
4.5 Research issue 3 - How has business growth affected the 
development of a productive workforce in high technology 
firms in the Okanagan Valley region? 
The previous sections have discussed the definition of PM and a description of the 
competitive advantages enjoyed by eight high technology firms in the Okanagan 
Valley region.  The purpose of this section is to determine the effects of business 
growth on the development of high technology employees within the Okanagan 
Valley region.  The findings are based on participants’ responses to question 9 in the 
interview protocol (appendix B), replies to questions 17 to 20 in the firm survey 
(appendix C) and section 5.2 in the case studies (appendices E to L).  The discussion 
of each firm’s growth is organised under two segments: effects of growth on 
workforce development and workforce turnover analysis.  Each segment begins with 
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individual case study findings and concludes with a discussion of cross-case 
comparisons of the firms’ processes. 
 
4.5.1 Effects of growth on workforce development 
To determine the effects of business growth on the development of a high technology 
workforce within the Okanagan Valley region, each firm’s growth experience has 
been investigated.  This segment begins with the growth experience of each firm and 
concludes with a cross-case comparison of increasing and decreasing growth rates 
among the high technology firms. 
 
Individual case analysis – Growth experience of each firm 
The following findings document the effects of increasing and decreasing rates of 
growth on each firm’s workforce. 
Case 1 – Over the past few years, the firm has been cautious about its growth (Refer 
to table 4.1 – 86% from 1999 to mid-2004) and, at this juncture, has not faced 
difficulties in attracting high quality employees.   However, challenges occur, such as 
attracting specialty skill sets when the job demands travelling extensively and 
working from remote locations.  Further, growth brings competition with local 
industry for qualified employees.  Other than 2001, when the firm lost 26 percent of 
its workforce, turnover has been relatively low and mostly uncontrollable.  Turnover 
does present challenges for the firm – losses in skill sets and fewer available 
resources. 
Case 2 – Five years ago, the firm was operating as a home-based business.  Since 
then, growth has been rapid (Refer to table 4.1 – 417% from 1999 to mid-2004) and 
it is a challenge attracting individuals with quality technical skills, to a small market 
and for local rates of compensation.  Currently, the firm is in a position where it can 
hire and train employees for anticipated sales growth.  Until June 2004, when the 
firm was resized and reorganised to fit with its new strategic direction, it has never 
faced a downsizing.  Employee retention is very important to this firm. 
Case 3 – Currently, the firm is growing (Refer to table 4.1 – 150% from 1999 to mid-
2004) and plans to continue with its growth plans.  On one hand, the growth has 
created difficulties, particularly when training new employees; on the other, it 
produces more qualified staff members for orientation and training functions.  The 
firm’s location is favourable for its recruiting efforts.  Downsizing, which was 
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concurrent with the technology market collapse, has only occurred once.  At that 
time, the firm retained a core group of knowledgeable employees who created the 
firm’s current technological advantage.  Otherwise, the findings indicate that 
turnover has been relatively low. 
Case 4 – Over the past few years, the firm has been growing and at a planned rate 
(Refer to table 4.1 – 56% from 1999 to mid-2004).  This growth has not created any 
difficulties in terms of attracting employees.  Although specific skill sets and 
experience are important for some positions, all new employees require in-house 
technology training.  Four years ago, some employees were asked to leave because 
business did not develop as quickly as planned.  Further, restructuring has created 
some terminations.  On one hand, the shrinkage was challenging because fewer 
employees were available to accomplish the same amount of work.  On the other, the 
reduction has resulted in a move towards generalist roles. 
Case 5 – Over the past 10 years, the firm has grown steadily from just over 20 to 
approximately 120 employees (Refer to table 4.1 – 43% from 1999 to mid-2004).  
Further, only workforce expansion has occurred since its existence.  At times, growth 
creates absorption challenges; otherwise, attraction of qualified employees is not 
difficult because of the firm’s location, its record of employment stability, and its 
caring attitude towards employees. 
Case 6 – During the technology market collapse in 2001, the firm did not downsize, 
but, instead, it focused its energies on R&D (Refer to table 4.1 – 13% from 1999 to 
mid-2004).  These actions have positioned the firm well-ahead of its competitors and 
have resulted in new customers and larger accounts.  The new growth has 
necessitated additional employees but, at the same time, has stretched the firm’s 
resources.  Further, growth creates challenges because of the firm’s need for 
technology requirements and industry knowledge. 
Case 7 –At one point, the firm was forced to downsize and restructure because it was 
staffed for growth that did not occur.  Further, the firm was adversely affected by the 
technology meltdown, 9-11, and the stronger Canadian dollar.  In response, the firm 
downsized some teams and, at the same time, increased its investment in R&D.  The 
new product results were released this year, and sales have increased over 50 percent 
without adding employees.  Currently, the firm is positioned for new growth 
opportunities and its workforce challenges are unknown. 
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Case 8 – Historically, the firm’s growth has been modest and conservative (Refer to 
table 4.1 – 72% from 1999 to mid-2004).  Nevertheless, the firm faces a number of 
challenges, such as increased employee demands, added environmental stress, and 
threatened customer satisfaction levels.  In addition, the new growth is changing 
some aspects of the firm’s culture.  Employee retention is important to this firm, 
because an employee’s learning curve from date of hire is about two years. 
 
Cross-case analysis – A comparison of increasing growth effects 
An analysis of annual employee growth rates indicates that six of the seven reporting 
cases have been increasing in numbers of employees since 1999 (table 4.1).  All four 
cases with 20 to 49 employees have been experiencing high rates of employee 
growth since 1999, and they are either experiencing or anticipating employee growth 
before the end of 2004, as indicated in table 4.9. 
 
Table 4.9 Planned increase in employees from 1 June to 31 December 2004 
Cases Î 1 2 3 4 5 6 7 8 
No. employees 6 6 3 1-2 10 5 4 3 
(Source: Developed for this research based on survey responses to question 18) 
 
Since 1999, cases 5 and 6 (50 or more employees) have experienced growth rates of 
43 and 13 percent respectively.  The largest case (5) has only expanded its workforce 
since inception.  This growth, however, produces challenges, as reported in table 
4.10. 
  
Table 4.10 Workforce challenges created by increasing business growth 
Case studies  Î 1 2 3 4 5 6 7 8 
 Workforce challenges Ð  
 Attracting specialty/technical skills      
 Assimilating new employees       
 Increasing local competition for employees         
 Training new employees        
 Stretching firm’s resources        
 Increasing environmental stress        
(Source: Developed for this research using section 5.2 of case studies) 
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Table 4.10 indicates that firms with 20 or more employees suffer from workforce 
challenges that occur from increasing rates of growth.  The two most frequently 
occurring are attracting employees with specialty and technical skills and 
assimilating new employees into the firm. 
 
Cross-case analysis – A comparison of decreasing growth effects 
Generally, decreases in business growth have been accompanied by employee 
terminations.  Nevertheless, table 4.17 indicates that three of the cases reporting a 
period of stagnate or declining growth invested in R&D and upgraded their 
technology and product offerings.  A fourth case states that the reduction in number 
of employees resulted in more generalist job roles. 
 
Table 4.11 Workforce changes created by decreasing business growth 
Case studies  Î 1 2 3 4 5 6 7 8 
 Workforce changes Ð  
 Increasing investment in R&D       
 Fewer number of resources       
 Loss of employee skill sets        
 Broadening of job responsibilities        
(Source: Developed for this research using section 5.2 of case studies) 
 
4.5.2 Employee turnover analysis 
As discussed in table 4.1, the eight high technology firms have been growing in 
number of employees from a low of 43 percent to a high of 417 percent between 
1999 year end and May 31, 2004.  In addition, fifty percent of the firms in the 
individual case analysis (segment 4.5.1) specifically reference the importance of 
retention or challenge of turnover to their operations.  The following section 
compares cross-case turnover trends reported in the firms’ surveys. 
 
Cross-case analysis – Annual turnover in numbers of employees 
Table 4.12 shows employee turnover rates from 1999 to 31 May 2004; all seven 
reporting cases are planning no reduction in employee numbers between 1 June 2004 
and 31 December 2004 (survey question 20).  Both large-sized cases (5 and 6) have 
decreased their annual terminations from 10 percent or more in 1999 to less than 5 
percent in 2003 and, including projections, in 2004.  Further, during this same period, 
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involuntary turnover has been reducing as well.  Both of these cases have HR 
Managers who have been responsible for developing their new PM processes.   
 
Table 4.12 Annual turnover in number of employees 
 Annual Turnover in Percentages (%) As of 
Employees 1999 2000 2001 2002 2003 05/31/04 
Case 1 – 41 employees as of May 31, 2004 
Annual terminations 0 3 34 4 9 5 
Involuntary  0 0 24 0 3 3 
Voluntary  0 3 11 4 6 3 
Case 2 – 31 employees as of May 31, 2004 
Annual terminations 0 29 44 55 18 18 
Involuntary  0 14 44 55 18 4 
Voluntary  0 14 0 0 0 14 
Case 3 – 30 employees as of May 31, 2004 
Annual terminations 0 40 18 15 6 0 
Involuntary  0 40 0 8 6 0 
Voluntary  0 0 18 8 0 0 
Case 4 – 14 employees as of May 31, 2004 
Annual terminations 11 17 46 9 8 0 
Involuntary  0 0 46 9 0 0 
Voluntary  11 17 0 0 8 0 
Case 5 – 130 employees as of May 31, 2004 
Annual terminations 10 5 2 3 3 2 
Involuntary  8 4 1 1 1 2 
Voluntary  2 1 1 2 2 0 
Case 6 – 68 employees as of May 31, 2004 
Annual terminations 13 2 7 5 4 2 
Involuntary  13 2 3 5 0 0 
Voluntary  0 0 3 0 4 2 
Case 7 – Statistical information unavailable; refer to appendix K section 5.2 
Case 8 – 43 employees as of May 31, 2004 
Annual terminations 0 0 28 20 12 5 
Involuntary  0 0 8 3 0 0 
Voluntary  0 0 20 17 12 5 
(Source: Calculated from table 4.1 and firm survey response to question 19) 
 
In reviewing table 4.12 for other potential trends, three points deserve consideration.  
First, three of the four cases with 20 to 49 employees are relatively young – 
incorporated between 1995 and 2000 (survey question 8).  Second, two of the four 
experienced a downsizing of more than 25 percent in either 2000 or 2001.  Third, a 
few departing employees during early years of business can account for a sizable 
percentage of terminations.  Given these differences among the four cases, the 
termination statistics are encouraging.  For example, three cases report a reduction in 
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turnover between 2002 and 2003 and project similar or lower percentages for 2004.  
The fourth case is controlling its rate of turnover between 5 and 10 percent.  All four 
have recently developed and implemented formal companywide recruitment and 
selection practices, and these initiatives appear to be reversing the type of turnover 
from involuntary to voluntary.  The one reporting small-sized firm (10 to 19 
employees) is exhibiting the same trends – reducing turnover between 2002 and 2004 
and a shift from voluntary to involuntary. 
 
4.5.3 Summary of findings for RI 3 
The individual firm findings and cross-case discussions replying to RI 3 suggest that 
high technology firms in the Okanagan Valley face distinct challenges in developing 
productive workforces during periods of increasing or decreasing periods of growth.  
As a result, retention is a recognised necessity for the majority of these growing 
firms, and there is evidence of tactical changes, such as improved recruitment and 
selection programs, which are reducing turnover and, specifically, involuntary 
terminations. 
 
4.6 Research issue 4 - What is the perceived relationship between 
performance management and human resource practices? 
The previous section has reviewed the effects of business growth on the development 
of a productive high technology workforce within the Okanagan Valley region.  The 
purpose of this section is to determine the relationship between the firms’ PM 
processes and their HR practices.  The findings are based on section 5 of the case 
studies (appendices E to L) and participants’ responses to question 3 in the interview 
protocol (appendix B).  The relationship between PM processes and HR practices is 
organised into two segments: supportive HR policies and programs and the 
integration between PM processes and HR practices.  Each section begins with 
individual case study findings and concludes with a comparison of cross-case results. 
 
4.6.1 Supportive human resource policies and programs 
To understand the relationship between PM processes and HR practices, it is first 
necessary to identify the firms’ main HR practices.  Whether HR policies and 
programs are formal or informal, they represent an investment that firms are willing 
to assume in supporting their employees and, for this research, their PM processes.  
This segment begins with the identification of each firm’s HR practices that directly 
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or indirectly support its PM process.  It concludes with a cross-case comparison of 
HR policies and programs. 
 
Individual case analysis – Supporting human resource practices 
The following findings document those HR practices that support each firm’s PM 
process. 
Case 1 – The firm has a dedicated part-time HR Manager who is a member of its PM 
Committee and is performing an integral role in the planning and implementation of 
the new PM process.  As a result, many HR practices directly support the firm’s PM 
process.  To begin, the firm’s recruitment and selection practices are credited for 
attracting high quality employees from local and national labour markets.  In addition, 
its newly implemented orientation program is recognised for communicating 
expectations and plans and instilling product understanding.  The HR function 
administers compensation packages, which include annual increases, performance-
based quarterly incentives, sales commissions, and other departmental incentives.  
Finally, the HR Manager acts as an advocate for employees.  Training and 
development is the responsibility of line managers; they have discretionary funds for 
educating individual employees. 
Case 2 – The firm does not have an HR Manager, although one manager is assigned 
the responsibility for developing HR programs.  As such, the firm has a number of 
HR practices that directly support its PM process.  To begin, the firm’s recruitment 
and selection procedures are structured companywide, and the candidates’ selection 
criteria evaluate technical competencies as well as a match with core values.  In 
addition, the orientation program is continuous throughout the probationary period, 
and it is directed towards increasing efficiency.  The training and development 
requirements for each position are clearly delineated in career and skills matrices.  
Finally, the HR designate acts as an intermediary and counsellor for employees.  
Indirectly, other than commission-based sales incentives, annual compensation 
increases are only tied informally to performance.  Further, the firm’s accountability 
descriptions influence employee focus but not necessarily individual goal setting.  
Case 3 – The firm does not have an HR Manager; its CEO and line managers 
manage the HR functions.  However, two companywide HR practices directly 
support the firm’s PM process.  First, the recruitment and selection procedures are 
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designed to screen candidates for desired skills and a match with corporate culture.  
Second, the formal orientation program consists of several training sessions and 
employee mentoring.  Indirectly, the firm has other supporting practices.  Continuous 
on-the-job training supports both departmental and employee performance but on a 
more informal basis.  Annual compensation increases are tied informally to 
performance results. 
Case 4 – The firm does not have an HR Manager; its executive team and line 
managers supervise the HR functions.  In this firm, two companywide HR practices 
directly support the firm’s PM process.  Firstly, the selection procedures for 
screening employees and partners are structured, and they aim for consensus among 
the interviewers.  Secondly, the orientation program is well-defined for both new 
employees and partners.  Otherwise, the firm’s HR practices are more informal.  For 
example, both employees’ learning from planned job/project rotations and 
continuous on-the-job training enhance departmental and employee performance.  In 
addition, other than sales and executive incentives, annual compensation increases 
are only tied informally to performance. 
Case 5 – The firm has a dedicated full time HR Manager who designs and 
administers companywide HR plans and programs.  Each position has a formal job 
description, which is reviewed at least annually and evaluated by a committee.  Other 
companywide HR processes that support the firm’s new PM process include 
recruitment and selection, formal training, and succession and career planning.  The 
firm’s profit sharing bonus is integrated directly with its new PM process. Otherwise, 
annual compensation increases are allocated by line managers and only informally 
tied to performance. 
Case 6 – The firm has a dedicated full time HR Manager, who initiates, develops, 
and facilitates the companywide HR plans and programs.  The HR function is 
actively engaged in assisting with departmental restructuring and renewing of 
employee job descriptions.  The latter is used as the basis for annual companywide 
performance assessments.  Further, the HR and line managers work as a team in 
supporting the firm’s new PM process throughout recruitment and selection, 
orientation, and training and development processes.  Employees’ career 
opportunities are managed through the new PM process.  The new PM process is 
fully documented by HR in managers and employees’ manuals.  The HR Manager 
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also acts as an advocate for employees.  Finally, the reward package, some of which 
is administered by the HR Manager, is becoming broader to accommodate a full 
range of options.  Annual increases, on the other hand, are determined by the line 
managers and, with input from the HR Manager, presented to the President for 
approval. 
Case 7 – The firm does not have an individual assigned to its HR function; it is 
divided among a few managers and employees.  Nevertheless, the firm has an 
extensive companywide HR manual that communicates its policies and procedures 
as well as its PM initiatives.  Further, the sales department is currently developing a 
selection process for screening sales representatives.  Otherwise, the firm’s HR 
practices are indirectly integrated with PM.  Its recruitment and selection process is 
successful in attracting worldwide candidates.  Further, line managers are responsible 
for identifying employee training opportunities, and employees are encouraged to 
augment their development.  Finally, sales commissions are based on results, and 
annual compensation increases are based on several factors, only one of which is 
performance. 
Case 8 – The firm does not have an HR Manager, although one administrative 
employee is responsible for developing HR programs.  As such, the firm has several 
HR practices that directly enhance its PM process.  To begin, the firm’s recruitment 
and selection procedures are formalised, and new hires begin employment with a 
planned orientation program.  In addition, annual compensation increases are tied to 
performance, and compensation packages for executives and recently hired 
employees contain incentives that are performance-based.  Finally, the firm conducts 
employee satisfaction surveys, and an employee committee acts on the key issues.  
The firm’s PM process is also guided, albeit indirectly, by other HR practices.  All 
employees have job descriptions, which influence goal setting.  Further, line 
managers identify employee training and development needs and request the 
necessary funds.  Finally, the firm is in the process of standardising its HR policies 
and procedures. 
 
Cross-case analysis – Comparison of supporting human resource practices 
A comparison of the cases’ HR policies and programs not only assists with the 
identification of those supporting PM, but also the extent to which they assist.  A 
review of table 4.13 reviews the similarities and dissimilarities among the cases. 
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Table 4.13 Human resource practices that support performance management 
Case studies  Î   1 2 3 4 5 6 7 8 
 Human resource practices Ð 
 Recruitment and selection 
 Orientation   
 Training and development  
 Compensation package 
 Advocate or employee surveys     
 Job descriptions     
 Succession or career plans      
 Policies and procedures      
 Departmental structuring        
  Key:      Existing  Planned  
(Source: Developed for this research using section 5.1 of the case studies)  
 
Table 4.13 demonstrates that the high technology cases support their PM processes 
with a number of HR practices.  The strongest similarity among the cases is the 
existence formal recruitment and selection practices and planned orientation 
programs.  Training and development and compensation packages also assist, 
directly or indirectly, their PM processes. 
 
There are also a number of differences among the firms.  For example, only the two 
large-sized firms have PM processes that rely on job descriptions and integrate with 
career planning, but two of the four mid-sized cases are beginning to initiate or 
integrate these HR practices too.  Overall, however, job descriptions, succession or 
career planning, and documented procedures are integrated with PM processes in 
only 50 percent or fewer of the cases. 
 
4.6.2 Relationship between performance management and human resources 
Understanding the linkages between the firms’ PM processes and their HR practices 
offers insight into their interactions.  That is, whether formal or informal, integration 
between the two reflects the degree of support provided to PM by HR and feedback 
provided to HR by PM.  This segment begins with a description of individual firm 
linkages, and it concludes with a cross-case comparison of these relationships.  
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Individual case analysis – Performance management and human resource linkages  
The following findings document the relationship between each firm’s PM process 
and its HR practices. 
Case 1 – The firm’s HR Manager facilitates the new companywide PM process and 
ensures that it, as well as HR practices, is common for everyone.  As well, the formal 
appraisal component is coordinated entirely through the HR Manager.  The 
integration of HR programs with the firm’s PM process will continue because the 
line and HR managers are members of the management team. 
Case 2 – The firm’s HR designate coordinates HR practices, and, with the assistance 
of line managers, integrates them with the PM process.  For example, the employees’ 
appraisals take advantage of the firm’s hiring criteria.  Further, formal reviews 
identify performance strengths, improvement needs, and career plans.  The 
integration of HR practices with the firm’s PM process will continue because the line 
managers and HR designate are members of the management team. 
Case 3 – The relationship between the firm’s PM elements and its HR practices are 
the responsibility of the CEO and line managers.  The integration of both formal and 
informal HR practices with PM will continue as these managers are members of the 
management team. 
Case 4 – The integration of the firm’s PM with its HR practices is the responsibility 
of line managers.  The firm’s structured selection, its planned orientation, and its 
deliberate job rotation programs are recognised as key employee and partner 
performance factors. 
Case 5 – The HR Manager facilitates the new companywide PM process and 
intentionally integrates compensation increases, profit sharing allocations, and other 
HR programs with the PM process.  For example, PM assists with selection of 
employees for employment offers, isolates training and development needs, and 
enhances succession planning decisions.  As well, formal companywide reviews are 
coordinated through the HR Manager.  Integration between the firm’s HR programs 
and the PM process will continue because the HR Manager and the line managers are 
members of the management team. 
Case 6 – The HR Manager participates actively in the firm’s companywide PM 
process and purposefully integrates the firm’s HR practices and PM process.  To 
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begin, job descriptions are managed by HR and provide the foundation for PM 
reviews.  Secondly, the PM process is incorporated into the employee orientation 
program; for example, all new employees receive MBTI® feedback. Thirdly, the HR 
Manager is directly involved in the PM training for both managers and employees.  
Fourthly, all personal and professional development identified by employees’ PM 
plans are administered by the HR function.  Finally, the HR Manager has developed 
handbooks to assist with PM implementation.  Integration between the PM process 
and HR programs will continue because the HR Manager and line managers are 
members of the management team. 
Case 7 – Integration between the firm’s PM elements and its HR practices are the 
responsibility of the CEO and Director of Sales.  Currently, employee performance 
results are considered in base-salary increases.  More structured employee selection 
and appraisal processes are under development and are recognised as key 
performance factors.  Integration between the firm’s PM elements and its HR 
practices will continue because the CEO communicates with the Director of Sales 
and other employees on an ongoing basis. 
Case 8 – The firm’s HR designate coordinates many of the HR practices, and the line 
managers integrate them with the PM process.  For example, although line managers 
are directly involved in employee appraisals, the HR designate coordinates the 
review schedule, formal training plans, and recommended compensation increases.  
Plans for a shift to fixed salary and performance-based incentives will enhance the 
integration between PM and HR.  Currently, annual compensation increases are tied 
to employee performance results.  The HR designate is a member of the committees 
responsible for actively initiating and refining the firm’s PM process. 
 
Cross-case analysis – Comparison of performance management and human resource 
linkages 
To understand fully the relationship between PM and HR, it is important to discern 
the degree to which HR is involved in the PM processes.  A review of figure 4.7 
indicates that the strongest formal linkages exist between HR practices and PM 
processes when there is an HR Manager. 
 
The case findings indicate that integration between PM processes and HR practices is 
companywide and more formal when a firm employs an HR Manager who is also a 
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member of the management team.  Nevertheless, firms with HR designates also 
enjoy some companywide HR practices, but, to a greater extent, implementation 
relies solely on line managers’ implementation skills.  In general, the smaller cases 
report fewer companywide HR programs to support PM processes. 
 
Figure 4.7 Extent to which firms’ human resource practices integrate with their 
performance management processes  
 Cases 4 & 7 Case 3 Cases 2 & 8   Cases 1 Case 5 &  6 
        
Informal   Í  Relationship  Î   Formal 
(Source: Developed for this research using section 5.3 of the case studies) 
 
The primary differences in the cases’ relationships, between PM processes and HR 
practices, appear to be a function of companywide standards and their effect on the 
consistency of implementation practices by line managers.  Table 4.14 details who is 
assigned primary responsibility for integrating HR practices with the firms’ PM 
processes. 
 
Table 4.14 Accountability for integrating human resource practices with 
performance management processes 
 HR Manager HR Designate Line Managers 
Study Ð    
Case 1 Shared (committee) Not applicable Shared (committee) 
Case 2 Not applicable Secondary Primary 
Case 3 Not applicable Not applicable Primary* 
Case 4 Not applicable Not applicable Primary 
Case 5 Primary Not applicable Supporting 
Case 6 Primary Not applicable Supporting 
Case 7 Not applicable Not applicable Primary* 
Case 8 Not applicable Secondary Primary 
*   Active role by CEO 
 (Source: Developed for this research using section 5.1 of the case studies) 
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Table 4.14 confirms the influence of HR Managers on the integration of HR policies 
and programs with PM processes.  Where firms designate a specific individual to 
HR practices, the development is often shared with line managers, but the integration 
is dependent on the competence of individual line managers (table 4.2 (b)). 
 
4.6.3 Summary of findings for RI 4 
In summary, high technology firms in the Okanagan Valley region recognise early 
the importance of recruiting and selection and orientation programs to employee 
performance.  Not surprisingly, a greater number of HR practices are companywide 
when an HR Manager is employed by the firm.  Further, the firm’s findings and 
cross-cases discussions addressing RI 4 reveal that the integration of HR practices 
with PM processes is stronger when a firm employs an HR Manager who is part of 
the management team.  Greater consistency exists when line and HR managers work 
together on the relationship between PM processes and HR practices. 
 
4.7 Research issue 5 - How do key processes in the firm’s 
performance management support its competitive advantage? 
The previous section discussed the perceived relationship between PM and HR 
practices as viewed by eight high technology firms in the Okanagan Valley region.   
The purpose of this section is to determine the relationships between the firms’ key 
PM processes and their competitive advantages.  The findings are based on 
participants’ responses to question 8 in the interview protocol (appendix B), replies 
to question 11 in the firm survey (appendix C) and sections 4 and 7 of the case 
studies (appendices E to L).  The discussions of key PM processes and their support 
for competitive advantages are organised under three segments: components of 
strategic management process, role of strategic planning in PM, and feedback 
linkages in PM process.  Each segment begins with individual case study findings 
and concludes with a discussion of cross-case comparisons. 
 
4.7.1 Components of strategic management process 
Strategic management is commonly defined by five strategy making and executing 
tasks: a) developing a strategic vision, b) setting strategic and financial objectives, c) 
crafting a strategy to achieve the objectives and vision, d) implementing the strategy, 
and e) evaluating performance, monitoring developments, and initiating corrective 
action (Thompson, Strickland & Gamble 2005).  The extent to which each firm has 
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implemented these components is a reflection of its strategic process.  This segment 
begins with each firm’s strategic components and concludes with a discussion of 
cross-case comparisons of these strategic management processes. 
 
Individual case analysis – Implemented strategic management components 
The following findings document the existing strategic management components or 
elements employed by each firm. 
Case 1 – The firm has a strategic plan for the period from 2004 to 2007.  It includes 
the firm’s vision, which communicates market and revenue objectives, new market 
segments, and methods for gaining a competitive edge; a mission statement, which 
positions the firm as a leading provider of human resource management (HRM) 
solutions and, at the same time, embraces a culture of responsive customer service 
and corporate values that convey specific expectations and behaviours and a balance 
of stakeholder needs when making corporate decisions.  In addition, its strategic plan 
contains both short (2004-2005) and long-term goals (2006-2007) that are both 
financial and strategic in nature.  Finally, the plan highlights those strategies that are 
critical to meeting the firm’s goals.  The firm is transitioning its focus from primarily 
a research, engineering, and development firm to a more marketing-oriented one.  
According to its auditor, this shift in emphasis is supported by an increased 
investment of resources in product and services marketing. 
Case 2 – The firm has a five-year business plan, a prioritised list of desired 
achievements over one, three, and five year timeframes, and a number of strategic 
management components.  These components includes a BHAG4, which expresses 
the firm’s intent to capture everyone serious about maximising search as a marketing 
channel; a mission, which communicates the firm’s desire to connect its clients with 
their online markets, and eight well-understood and implemented core values.  
Further, the firm has a prioritised list of corporate goals that provide direction for and 
cascade to departmental and individual or team goals.  Finally, its plan has a set of 
core excellence strategies.   For years, the firm was technically oriented; currently, its 
strategies are focused on marketing, based on search behaviour and customers’ needs. 
Case 3 – This firm has a formal 2005 budget and a number of strategic management 
components.  The CEO’s vision is to provide POS business management solutions 
                                                 
4   BHAG is an acronym for Big Hairy Audacious Goal. 
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for a large number of businesses and to become a 200 employee business with $30 
million in revenues.  Further, six core values underscore what the firm does and how 
it operates.  Finally, target dates and other objectives and their accompanying plans 
detail specific markets that warrant strategic attention.  The firm is shifting from a 
technical base to a marketing-oriented approach to business. 
Case 4 – The firm has a business plan that encompasses the global activities of its 
Kelowna headquarters.  Its strategic management components include a mission, 
which focuses on the provision of innovative wireless data-capture technology 
solutions for information management; a corporate goal, which is to establish the 
firm as the world leader in RFID-based control systems in terms of revenue and 
market share.  The firm’s business plan is an important component of its budget.  
The firm is design and engineering-oriented, but it is enhancing its focus on 
marketing and sales.  This shift is supported by an increased investment in marketing 
and sales resources. 
Case 5 – The firm has a quality policy statement that emulates its vision and mission 
intentions.  The policy is to provide products and services that meet or exceed its 
customers’ requirements.  In addition, the firm has specific financial objectives that 
are related to sales and profitability and to broad strategies as to how to achieve 
these goals.  One of the firm’s major strategies is an acquisition-orientation; 
otherwise, its focus is on scheduling and delivery.    
Case 6 – The firm’s plan, crafted in 2004, has a number of strategic management 
components.  They include a mission statement, which positions the firm as the 
market leader for business software solutions in its customers’ industries and five 
guiding principles that convey product quality, customer success, customer service, 
employee expertise, and innovation.  The plan’s objectives and strategies are directed 
specifically to large major accounts. 
Case 7 – In 2000, the firm developed a three-year business plan, which still reflects 
its focus.  The firm has always been marketing and sales oriented; its first sales and 
marketing specialist was hired in 1997.  As a result, the employees focus their 
attention externally and direct their efforts towards competition as opposed to 
internal processing. 
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Case 8 – The firm has a formal strategic plan, which was developed by its 
management team in 2004.  The session followed a BSC approach.  Its resulting 
components include the firm’s vision, which among other messages communicates 
its expectation for 100 percent client satisfaction; a mission, which is to provide the 
best value-added products and services to clients, and seven core values, which 
communicate its expectations.  Further, its short and long term objectives are 
designed to add value for customers and to shape its competitive advantage.  In the 
near term, the firm plans to craft strategic plans for achieving its long-term goals; in 
the meantime, tactical plans have been prioritised for this fiscal year.  The focus of 
the firm is and, always has been, customer-centric rather than technically oriented. 
 
Cross-case analysis – Comparison strategic management components  
A comparison of strategic management components provides an opportunity to 
investigate the strategic nature of PM processes.  Further, the extent to which PM 
processes are strategic offers insight about PM’s support to the competitive 
advantages outlined in the case studies.  Table 4.15 compares the strategic 
components among the cases. 
 
Table 4.15 Comparison of strategic management components 
Case studies  Î 1 2 3 4 5 6 7 8 
 Strategy components Ð  
 Vision (or BHAG component)    
 Mission statement    
 Core values or guiding principles    
 Financial or strategic goals or objectives  
 Strategic plans     
 Other business/tactical plans     
(Source: Developed for this research using section 4.1 of case studies) 
 
Table 4.15 suggests that the similarities and differences among the case studies tend 
to be associated with size.  That is, within the mid-range (20 to 49 employees), two 
(cases 1 and 2) reveal all strategic management components and a third (case 8) has 
tactical plans and is in the process of developing its strategic plans.  The two largest 
cases (5 and 6) do not formally integrate their strategic plans and PM processes; in 
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both circumstances, their PM processes have been developed with an HR focus.  The 
two smallest cases (4 and 7) have fewer strategic components in place. 
 
Responses to the firms’ surveys in figure 4.8 below confirm implementation of the 
above strategic management components.  The primary differences from table 4.15 
are associated with planning – strategic or other business/tactical.  In two of the four 
cases reporting other business/tactical plans in table 4.15, the firm surveys indicate 
that these plans are strategic in nature, whereas the interviewees did not share the 
same message.  In one case, no plans were recorded in its firm survey, but its 
participants disclosed a business-planning component during their interviews.  In the 
final case, other consistently refers to a business plan in both illustrations. 
 
Figure 4.8 Business planning components used by eight high technology firms 
0 1 2 3 4 5 6 7 8
Other
Strategies
Objectives
Mission
Vision
Number of cases  
(Source: Developed for this research using question 11 responses from firm surveys) 
 
From a strategic or business planning perspective, the individual case study findings 
reveal a shift in focus from a technical orientation to a marketing one.  Three of the 
four mid-sized cases indicate a recent transition; the fourth reports a history of being 
customer-centric.  One of the two smallest is increasing its investment in marketing 
and sales; the other hired its first sales and marketing specialist in 1997, which was 
concurrent with a product introduction.  Participants from the two largest cases 
recount very specific strategies - acquisitions and large major accounts. 
 
4.7.2 Role of strategic planning in performance management 
The definition of PM developed in chapter 2 for this research recognises integration 
of PM with business strategy.  The degree to which each firm integrates its planning 
and PM processes is a reflection not only of the strategic nature of its PM but also of 
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the PM support provided to its competitive advantage.  This segment begins with the 
role of each firm’s strategic or other business plans with its PM process. It concludes 
with a cross-case comparison of the interactions between their strategic plans and 
PM processes. 
 
Individual case analysis – Role of strategic planning with performance management 
The following findings document the level of contribution of strategic planning to 
each firm’s PM process. 
Case 1 – The firm’s strategic plan provides the basis for individual and team 
objectives.  Its corporate values are reflected in the PM competencies and 
behavioural indicators.  In addition, cascading corporate, departmental, team, and 
individual goals facilitate strategic planning implementation.   In the reverse 
direction, the new PM process is aligned with the firm’s corporate goals and strategic 
plans.  Its quarterly employee appraisal sessions and its network of meetings provide 
for continuous performance feedback. 
Case 2 – The firm’s corporate goals and plans provide the direction and platform for 
departmental and individual goals.  Both its corporate culture and team focus 
pervade its PM process.  In the opposite direction, the firm’s transparency about 
revenue, expenses, and customer retention has resulted in improved departmental and 
team performance results.  Formal employee appraisals and a well-planned network 
of meetings provide the forum for continuous performance feedback. 
Case 3 – The firm’s shift to a market focus has been communicated throughout and 
has resulted in a better understanding of customers’ businesses.  Line managers 
employ software metrics for tracking employee productivity and business 
performance.  From the bottom up, customer feedback is factored into informal 
performance reviews and compensation increases.  Further, the firm’s informal PM 
process has assisted with implementing the new marketing plans. 
Case 4 – The firm’s business plan provides the basis for individual objectives and 
metrics.  Further, its potential opportunities and successes, as well as its challenges 
and failures, are communicated to every employee.  Otherwise, the extent to which 
the process is formalised varies by manager.  The sales forecasts submitted by 
business partners are used for monitoring their revenues and other sales activities. 
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Case 5 – The firm’s corporate objectives, its broad strategies, and its quality policy 
provide the basis for line managers’ performance focus.  Nevertheless, consistency 
between departmental and individual objectives and firm’s broad objectives requires 
added assurances.  Employees’ job descriptions also define responsibilities, 
performance objectives, and expected results and behaviours.  From the bottom up, 
the firm’s companywide review sessions provide formal performance feedback 
regarding employee productivity and workmanship standards. 
Case 6 – The firm’s strategic objectives and plans are not connected formally with 
its companywide PM process.  Nevertheless, the new program will enable the firm to 
tie its strategic plans with individuals’ performance plans.  In the meantime, 
employees’ job descriptions define major responsibilities, professional objectives, 
and behavioural competencies.  From the bottom up, the firm’s companywide 
performance review sessions provide formal feedback from a number of perspectives: 
supervisory, peer, and self.  This feedback provides the basis for employee 
development plans. 
Case 7 – The firm’s corporate plans are informally associated with its performance 
expectations.  From a bottom up perspective, the sales department has been 
developing a formal appraisal program that will focus on development; in the 
meantime, the firm’s process is ad hoc and unstructured, but recurring. 
Case 8 – The firm’s corporate goals and one-year tactical plans provide the basis for 
managerial and employee objectives.  Further, the firm’s core values are reflected in 
the attributes measured by the PM review process.  From a bottom-up perspective, 
formal appraisals are used to provide employee feedback on widely known and 
transparent goals and other productivity-related outcomes.  As well, employees are 
encouraged to monitor their performance progress.  Otherwise, the PM processes 
have been introduced informally by various line managers. 
 
Cross-case analysis – Comparison of interactions between strategic planning and 
performance management processes 
Judging from the case studies, the role of strategic planning in PM processes varies 
on two parameters – direction of integration and degree of formality.  From a 
directional perspective, table 4.16 indicates a universal top-down role for PM in 
communicating business objectives and plans; that is, management provides 
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information to employees.  Further, the findings show that PM processes are 
influenced top-down by values, culture, position descriptions, and other 
communication.  For example, the core values of three of the four mid-range (20 to 
49 employees) cases are integrated into their PM processes; the fourth case has only 
recently developed and communicated its core values.  In addition, the two largest 
firms incorporate formal position descriptions into their PM programs. 
 
The cases also reveal that the PM processes provide feedback to their business plans 
from the bottom-up or from employees to management.  Seven of the eight cases 
utilise PM to provide employee or business feedback for objectives and plans, and 
three mid-range cases tailor their PM processes to facilitate implementation of 
business strategies or tactics.  A few cases use PM to communicate results upward 
via a meeting network or employee development plans. 
 
Table 4.16 Directional roles of strategic planning in performance management 
Case studies  Î 1 2 3 4 5 6 7 8 
 Top-down role Ð  
 Business objectives and plans 
 Core values/culture      
 Implementation of plans      
 Firm communication       
 Position descriptions       
 Bottom-up role Ð  
 Business feedback/monitoring    
 Formal employee appraisals    
 Network of meetings       
 Employee development plans        
(Source: Developed for this research using section 4.2 of case studies) 
 
Although all cases employ PM components or elements for top-down and bottom-up 
communication, the degree of formality between strategic planning and PM varies 
among them.  The formality between PM and business strategy depends on the 
relationship that PM has in strategy formulation and implementation.  Table 4.17 
illustrates the similarities and differences, among the cases, in formal relationships 
between strategic (or business) planning (SP) and their PM processes. 
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Table 4.17 Formal roles of strategic planning with performance management 
 SP Î PM SP Í PM 
Study Ð   
Case 1 Strategic plan Formal appraisals 
Case 2 Formal goals/Informal plans Formal appraisals 
Case 3 Business plan Formal/Informal appraisals 
Case 4 Business plan Ad hoc feedback 
Case 5 Informal link Formal appraisals 
Case 6 Informal link Formal appraisals 
Case 7 Informal plans Ad hoc feedback 
Case 8 Formal goals/tactical plans Formal appraisals 
(Source: Developed for this research using sections 4.1 and 4.2 of case studies) 
 
Table 4.17 suggests that PM processes are employed for executing strategy or 
business plans, but the degree of formality varies among the firms.  That is, case 1 
has a formally documented strategic plan.  Cases 2 and 8 have formal goals 
supported by departmental strategies or tactical plans, whereas cases 3 and 4 have 
business plans, but their linkages with the firms’ PM processes are unclear.  The 
implementation of strategic plans in cases 5 and 6 is dependent upon the PM 
applications of their line managers. 
 
The potential contribution of PM to the crafting of strategic plans also varies among 
the firms.  Five of the eight firms have formal appraisal mechanisms, which to 
varying degrees transmit the results for crafting strategy.  For example, the intended 
PM purposes of the largest cases (5 and 6) are HR management directed – profit 
sharing and leadership and employee development.  As a result, although strategic 
feedback is available, neither process is designed for crafting strategy.  Generally, the 
findings indicate that the formality between strategic planning and PM processes is 
relatively weak and often dependent on the interpretation of line managers.  The 
findings do not suggest integration differences based on firm size. 
 
4.7.3 Feedback linkages in the performance management process 
Linkages between strategic development, strategy execution, and firm performance 
indicate the extent to which PM processes are strategic in nature and useful for 
gaining a competitive advantage.  The findings in this section detail the linkages used 
by each firm to relay messages between components detailed in the conceptual 
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framework in chapter 2 – strategy development, strategy execution, and competitive 
advantage.  As such, this segment explores the network of meetings and other 
feedback mechanisms employed by each firm, and it concludes with a cross-case 
comparison of these linkages. 
 
Individual case analysis – Key performance management feedback linkages  
Linkages between the components in the conceptual framework (figure 2.3) are 
fundamental to the support afforded by PM for gaining a competitive advantage.  As 
such, this section explores the key processes used to communicate within the firm 
and, in particular, those that support its competitive advantage. 
 
Case 1 – Integration between the firm’s PM process and its strategic plans and its HR 
practices is supported by a number of mechanisms.  First, the firm uses its network of 
meetings to discuss tactical issues (monthly management); to review team objectives 
and management meeting outcomes (weekly departmental), and to communicate 
information (monthly full-staff).  Other identified linkages that assist the firm in 
gaining a competitive advantage include: a) marketing and sales promotions that 
communicate the value of the product offering; b) an Intranet that dispatches new 
releases and customer feedback; c) a customer-orientated culture that reinforces sales 
and marketing tools and, in time, the new PM process, and d) annual employee 
satisfaction surveys that measure communication, morale, and engagement. 
Case 2 – Integration between the firm’s PM process and its strategic plans and its HR 
practices benefits from a number of mechanisms because a basic philosophy of this 
firm is to communicate using multiple methods.  To begin, the firm has a sizable 
network of meetings, as follows: quarterly management retreat, monthly 
management team, daily management team update, weekly department, and monthly 
complete staff.  Other potentially helpful linkages for gaining a competitive 
advantage include: a) presenting research findings and conclusions at conferences 
and trade shows, b) conducting monthly client surveys and tracking the feedback, 
and c) monitoring the actions of clients’ customers and verifying their performance. 
Case 3 – A number of mechanisms support the firm’s PM elements and integrate 
them with its planning processes and its HR practices.  A network of meetings is 
used to review progress and projects (weekly executive meetings), to communicate 
results from executive meetings and identify bottom-up issues (weekly or biweekly 
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department meetings), and to provide a forum for face-to-face discussions (semi-
annual full staff).  In addition, the firm has a number of technological channels for 
assisting with the linkages necessary for gaining a competitive advantage: a) an 
Intranet to communicate internal information, b) an employee/customer knowledge 
data base for making queries, c) a central data base for storing programming needs 
and customers’ requests, and d) a formal customer-training process that solicits 
customer agreement following each step. 
Case 4 – The firm’s structure is team-oriented and these teams communicate through 
a number of channels.  The firm has a network of meetings, which are used for: a) 
communicating in-person between headquarters team members (quarterly global), b) 
updating all staff members on product and customer developments (monthly all-staff), 
c) ensuring information is common to all teams (biweekly or weekly group), and d) 
sharing ideas within groups (ongoing).  Further, the firm uses its global Intranet and 
e-mail systems for communicating new sales opportunities, prospects, and current 
projects.  
Case 5 – The firm uses a number of vehicles for enhancing communication between 
its PM process and its corporate objectives and plans, its HR programs, and its 
competitive advantages.  First, it uses a network of meetings, as follows: monthly 
management team, weekly production, monthly department, and monthly all-
employees.  Second, other key communication channels include: a) Intranet and b) 
bulletin boards. 
Case 6 – A number of firm mechanisms assist with ongoing feedback about its new 
PM process.  To begin, on-going communication consists of management meetings, 
which are at the call of the president; monthly management (Okanagan) team 
meetings, and weekly line management meetings with team leaders.  The latter are 
used to communicate information from management group meetings and to discuss 
employees’ special interests.  Other channels of communication include: a) 
marketing communication for promoting the firm’s competitive advantage; b) the 
Intranet for sharing its impending product releases, as well as other company and 
department news items; c) a quarterly newsletter for posting new products, new sales, 
and personnel information, and d) e-mail for ongoing issues. 
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Case 7 – Communication throughout this firm is more informal but essential due to 
its team structure.  Primarily the firm uses verbal communication and, often, through 
its structure of meetings: weekly managers’ meetings, weekly marketing meetings, 
weekly and bi-weekly product review sessions, biweekly sales meetings, and weekly 
R&D meetings.  Otherwise the firm’s members communicate via the following 
vehicles: a) marketing materials that promote its competitive advantage, and b) e-
mail messages for other key issues. 
Case 8 – The firm has a number of mechanisms that support its PM process and 
integrate it with strategic objectives and plans and HR practices.  To begin, the firm 
has developed a network of meetings, which are important feedback vehicles: a) bi-
monthly management meetings for assessing the accomplishment of objectives, b) 
department meetings for communicating corporate results and reviewing 
departmental performance, c) weekly operations forum for assessing client services, 
and d) monthly staff meetings for updating everyone either in person or by 
conference call.  Other helpful linkages for promoting a competitive advantage 
include: a) marketing and sales that focus on company presentations, client 
conferences, and client and government consultants; b) client satisfaction feedback 
vehicles that track the firm’s business tactics; c) monthly lunch and learn sessions 
that focus on specific topics such as improving awareness of the firm’s competitive 
advantage, and d) other postings that graph the firm’s performance in a number of 
areas. 
 
Cross-case analysis – Comparison of performance management feedback linkages 
All cases exhibit a well-developed network of meetings and other communication 
mechanisms devoted to supporting their external and internal competitive advantages.  
A comparison of the cases, in table 4.18, reveals that three quarters of the cases 
report regularly scheduled management, departmental or group and all-staff meetings.  
The exceptions are one of the large-sized cases (50 plus employees) and one of the 
small-sized ones (10 to 19 employees).  The large firm has two BC locations and the 
small one has the advantage of managing by walking around (MBWA). 
 
Table 4.18 illustrates the similar and different communication linkages reported by 
the cases.  Similarities among the cases are apparent in both internal and external 
support of competitive advantages.  Internally, three-quarters of the cases convey 
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extensive feedback to staff members via an Intranet or employee e-mail, and, 
externally, marketing and sales materials or customer surveys are the most frequently 
selected vehicles for supporting competitive advantages.  Other feedback 
mechanisms appear to differ in emphasis by case need or focus.  For example, 
bulletin board postings are an essential form of communication for case 6 because 
computers are not available to all manufacturing employees.  Similarly,   presenting 
research papers at conferences and trade shows, by case 2, supports its competitive 
advantage and leadership in search marketing.  A final observation is that only case 
participants from mid-size ones (20 to 49 employees) and the large-size ones (50 plus) 
practice unique mechanisms uncommon to other cases. 
 
Table 4.18 Comparison of feedback linkages 
Case studies  Î 1 2 3 4 5 6 7 8 
 Network of meetings Ð  
 Regularly scheduled management team 
 Regularly scheduled department/group 
 Quarterly management retreat        
 All-staff/employees   
 Other specialised/field      
 Other mechanisms Ð  
 Intranet/employee e-mail   
 Marketing/sales material    
 Customer surveys/customer culture     
 Bulletin boards/postings       
 Employee satisfaction surveys        
 Conference/trade show presentations        
 Knowledge data base        
 Quarterly newsletter        
 Lunch and learn sessions        
(Source: Developed for this research using sections 7.1 and 7.2 of case studies) 
 
4.7.4 Summary of findings for RI 5 
The individual firm’s findings and cross-case discussions referring to RI 5 indicate 
that a number of key PM processes support the competitive advantages expressed by 
high technology firms in the Okanagan Valley region.  From a strategic management 
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perspective, mid-size cases document the largest numbers of implemented 
components.  Further, they have a stronger tie between their PM processes and 
strategic or tactical plans.  Conversely, the two largest cases clearly report an HR 
focus to their PM processes and, a more informal tie with strategic planning.  The 
smaller firms have few strategic components in place and, as such, the role of 
strategic planning in PM is not formal.  All cases report well-developed networks of 
meetings to enhance their PM components.  In addition, the mid- and large-sized 
firms have developed other communication mechanisms specific to their needs. 
 
4.8 Research issue 6 – What have high technology firms in the 
Okanagan Valley region learned from their experiences with 
performance management processes? 
The previous section has reviewed the key processes employed by eight high 
technology firms in the Okanagan Valley region for supporting their competitive 
advantages.  The purpose of this section is to determine the lessons learned from 
their experiences with performance management processes.  The findings are based 
on participants’ responses to question 10 in the interview protocol (appendix B) and 
section 8 in the case studies (appendices E to L).  The discussion of each firm’s 
experiences is organised under three segments: lessons learned, difficulties 
encountered, and recommendations for change.  Each segment begins with individual 
case study findings and concludes with a discussion of cross-case comparisons of the 
firms’ experiences. 
 
4.8.1 Lessons learned from performance management process 
To determine the lessons gained by the high technology firms within the Okanagan 
Valley region, each firm’s experiences in developing and implementing performance 
management was investigated first.  This segment begins with the lessons learned by 
each firm and concludes with a cross-case comparison of them. 
 
Individual case analysis – Lessons learned from performance management 
The following findings convey each firm’s learning experiences during the 
development and implementation of its performance management process. 
Case 1 – Three lessons were reported by participants for developing and 
implementing PM processes: a) identify the firm’s PM needs, b) investigate 
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processes that meet the firm’s objectives, and c) empower the managers to develop 
the new process. 
Case 2 – Four important lessons were learned by participants during implementation 
of PM: a) a macro perspective is important to the process; b) its value is in 
emphasising priorities for managers and employees; c) input from the entire team is 
essential, and d) consistency and follow-through are important elements.  In addition 
to process lessons, the firm has also realised three strategic advantages: a) PM forces 
managers to examine and shape their messages; b) the process isolates the 
importance of hiring well, and c) continual reviews assist with crystallising the 
firm’s new direction.   
Case 3 – Four important lessons have been learned during the firm’s implementation 
of PM: a) employees perform better when they are excited about it; b) dealing with 
employees can be difficult; c) it is important to present information positively, and d) 
employees are more motivated by their own ideas and input.  Generally, the managers 
agree that PM is needed and they are currently working towards implementing the 
full process. 
Case 4 – Since this firm’s PM process is informal, there have been few lessons to 
date.  The two lessons identified are: a) feedback from various stakeholders requires 
continuous attention and integration into the PM process, and b) added quality 
assurance is an important feature for the firm’s program. 
Case 5 – A number of lessons have been learned throughout the development and 
implementation of the firm’s new PM process: a) the learning curve for managers is 
steep when the PM process is first implemented; b) a standardised process, although 
motivational, needs to be individualised since employees are motivated differently; c) 
the PM process highlights star performers, identifies their characteristics and 
motivates others to emulate their performance; d) it is important to conduct 
performance appraisals more frequently than once per year; e) records are important 
when completing employees’ performance reviews, since these evaluations influence 
future performance and compensation, and f) allowing employees to set their own 
objectives is empowering.  In addition to process lessons, the firm also realised three 
performance improvements: a) when transitioning to the new process, a positive 
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turnaround was evident; b) the compensation disparity within and between 
departments was reduced, and c) the firm should have started this process earlier. 
Case 6 – A number of lessons have been learned throughout the development and 
implementation of the firm’s new PM process: a) it has resulted in more effective 
communication among management team members; b) it provides better 
performance feedback for the management team and employees; c) it provides 
employees with opportunities to acquire the tools needed for achieving their 
expectations; d) it offers a partnership between the firm’s management and its 
employees; e) the firm’s assessment instrument (MBTI®) provides a common 
language for communicating and receiving information, and f) by continually 
reviewing performance, problems are not left until the formal evaluation. 
Case 7 – Since the firm’s PM process is informal, there have been few lessons to 
date.  The lesson identified is that a collaborative process for developing the 
appraisal form is proving to be effective for introducing change and identifying 
improvements. 
Case 8 – Four important lessons have been learned during implementation of the 
firm’s PM process: a) some of the firm’s initial objectives were too challenging or 
were competing with others; b) it is important to report, analyse and act upon the 
metrics; c) if a goal is not progressing, a decision whether to continue as is or invest 
in more resources is needed, and d) fairness is vital to the feedback session and, in 
particular, when employees share incentives.  In addition to process lessons, the firm 
also realised three strategic advantages: a) the development of a common 
understanding of critical issues needed for success; b) exchange of expertise between 
various centres is important to the process, and c) employees require training and 
development for preparation to the next level. 
 
Cross-case analysis – Comparison of lessons learned from performance management 
All cases express a number of lessons learned throughout the development and 
implementation of their PM processes.  As illustrated in table 4.19, the lessons begin 
during the crafting process (gathering input from stakeholders, identifying firms’ 
needs, and investigating PM choices) and continue through to execution (providing 
frequent feedback, increasing employee participation, and empowering managers). 
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Table 4.19 Lessons learned from performance management processes 
Case studies  Î 1 2 3 4 5 6 7 8 
 Important lessons learned Ð  
 Gathering input from various stakeholders   
 Identifying firm’s needs        
 Investigating processes that meet objectives        
 Providing frequent performance feedback    
 Increasing employee participation        
 Empowering managers        
 Providing a macro perspective        
 Emphasising priorities        
 Presenting information positively        
 Assuring quality features in program         
 Recognising steep learning curve         
 Individualising standard practices        
 Highlighting model performers        
 Maintaining performance records        
 Communicating a common language        
 Acquiring needed tools for job performance        
 Offering manager-employee partnership        
 Avoiding unrealistic/competing objectives        
 Acting on goals/objectives        
 Being fair and equitable        
(Source: Developed for this research using section 8.1 of case studies) 
 
Otherwise, the cross-case comparisons indicate a variety of implementation lessons 
that are specific to individual participants and firms.  Some of the individual cases 
report other strategic and process lessons to be learned, such as the importance of 
hiring well, preparing for other positions, and sharing expertise.  Other critical 
lessons include transitioning the implementation and developing a common 
understanding of issues needed for success. 
 
4.8.2 Difficulties encountered with performance management process 
Each high technology firm within the Okanagan Valley region identified a few 
difficulties during development and implementation of its performance management 
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process.  This segment begins with the difficulties faced by each firm and concludes 
with a cross-case comparison of them. 
 
Individual case analysis – Difficulties encountered with performance management 
The following findings capture the collective difficulties experienced by each firm’s 
participants during development and implementation of its process. 
Case 1 – There were no major difficulties reported during development or 
implementation of the new PM process.  Nevertheless, during the formulation stage, 
some consensus building was required among the committee members for a few 
components.  Determining which objectives to measure has been a challenge for the 
committee, because some positions are more suited to objective-setting than others.  
Additionally, during implementation, the team component has been a challenge 
because departmental team structures differ.  The process has been and still is a team 
effort and, as such, requires the time of six managers. 
Case 2 – The greatest challenge has been in determining what to measure.  
Additionally, some departments have been more difficult to measure than others.  
During the initial implementation period, some employees readily supported the 
process whereas others expressed reluctance.  Some of the latter difficulty was from 
a misconception about a performance bonus versus performance-based pay. 
Case 3 – The biggest concern for most managers has been in determining the right 
measures.  Further, although the firm has implemented software for tracking time 
and tasks, it has been difficult to motivate employees to use it.  Finally, interaction is 
needed to support customers and resolve their problems, but internal communication 
has at times escalated the problems. 
Case 4 – The major difficulty associated with no formal appraisal process was been 
the lack of performance feedback.  To add to the challenge, appraisal processes are 
viewed as uncomfortable for most managers and employees inexperienced with the 
process.  The management of contractor performance has also proved to be 
inadequate. 
Case 5 – During the initial PM implementation, the variation in performance ratings 
among managers was viewed as a difficulty because of their impact on compensation.  
Further, the firm’s communication efforts regarding changes to its compensation 
component did not eliminate all employee animosity. 
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Case 6 – There were no reported difficulties with the implementation of the new PM 
process.  The previous peer review process, however, suffered from a number of 
difficulties: lack of team communication, too much emphasis on peer reviews, and 
insufficient feedback from managers. 
Case 7 – The greatest difficulty has been in determining the most appropriate 
metrics, and the difference in suitability between positions for performance measures.  
Secondly, although data are available, mining it and creating useful information, 
knowledge and action has been difficult and time consuming. 
Case 8 – There have been a few difficulties encountered by the managers during 
planning and implementation of the PM process.  First, there have been some 
challenges associated with selecting the right metrics, sizing the goals, and 
integrating various goals.  Secondly, difficulties have occurred in creating linkages 
to the next levels in the firm.  Thirdly, it has been difficult to balance the firm’s 
client-centred focus with its growth initiatives.  Fourthly, the process has not been 
strong enough to assist employees with increasing job demands.  Finally, when the 
formal performance appraisal was introduced to employees, it was not always 
welcomed; it took time for employees to understand that talking about performance 
was an opportunity to improve their positions. 
 
Cross-case analysis – Comparison of difficulties encountered with performance 
management processes 
All cases report a few difficult experiences during the development and 
implementation of their PM processes.  As illustrated in table 4.20, the greatest 
difficulties expressed by case participants are: a) determining which objectives or 
metrics to measure and track and b) motivating employees to accept and embrace the 
process.  Twenty-five percent of the cases identify communication and another 25 
percent report the time requirement as crafting and executing difficulties. 
 
Otherwise, the cross-case comparisons indicate a variety of difficulties that differ 
among the participants and firms.  Neither focus of PM process nor size of firm 
appears to account for these unique difficulties. 
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Table 4.20 Difficulties encountered from performance management processes 
Case studies  Î 1 2 3 4 5 6 7 8 
 Difficulties encountered Ð  
 Determining ‘right’ objectives/metrics    
 Motivating employee acceptance     
 Allocating time required       
 Enhancing communication       
 Building consensus        
 Implementing the team component        
 Accepting appraisal review process        
 Applying performance ratings consistently        
 Emphasising peer reviews too much        
 Supplying sufficient feedback        
 Sizing/integrating the goals        
 Cascading goals/objectives        
 Balancing initiatives        
 Poorly assisting with job demands         
(Source: Developed for this research using section 8.2 of case studies) 
 
4.8.3 Recommendations for future changes to performance management 
The participants from each high technology firm within the Okanagan Valley region 
volunteered several recommendations for introducing PM processes.  This segment 
begins with the collective recommendations of each firm’s participants and compares 
these recommendations to the working definition of PM developed for this study 
(chapter 2). 
 
Individual case analysis – Recommendations for performance management processes 
The following findings contain a number of recommendations proposed by each 
firm’s participants for developing and implementing PM processes. 
 
Case 1 – Participants’ collective recommendations for PM processes are as follows: 
a) Reviewing incentive component – Continuous review of the implementation of 
individual and team incentive plans since they are more difficult to implement in 
some departments than in others.   
b) Tracking performance outcomes – More HR involvement in coordinating and 
tracking of PM information, such as: skill sets and personal growth, core 
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competencies, training and education processes, and counselling and mentoring 
plans. 
c) Validating PM process – Testing of the new PM process, such as business 
improvement trends, employee satisfaction surveys, and employee acquisition 
and retention statistics. 
d) Motivating employees – A consistent managerial tool for motivating and 
monitoring employees and for assisting managers in performing their jobs better. 
   
Case 2 – Participants’ collective recommendations for PM processes are as follows: 
a) Developing guidelines – A common set of PM materials initially for discussion 
purposes and, ultimately, for adapting to the firm’s needs. 
b) Maintaining accountability – A better understanding of all departmental and 
corporate metrics and the need to hold everyone accountable. 
c) Integrating with human resource practices – Four recommendations proposed as 
follows: using hiring criteria to measure and reward employees on an ongoing 
basis, introducing more structure into training and development, comparing 
employee performance to measures of client satisfaction, and introducing a bonus 
system that is totally transparent and measurable. 
d) Implementing BSC measures – A BSC approach with accompanying procedures 
and strategies to support the numbers. 
 
Case 3 – Participants’ collective recommendations for PM processes are as follows:  
a) Recognising nonfinancial rewards – Introduce more nonfinancial as well as 
financial recognition rewards into the feedback process and base annual 
compensation increases on performance feedback that encourages good 
behaviour. 
b) Formalising profit sharing – Formalise a team-oriented profit sharing plan. 
c) Reinforcing competitive advantage – Adopt stronger customer measures into the 
firm’s PM process to reinforce its customer service competitive advantage, such 
as ongoing product knowledge, understanding different verticals, and recognising 
business needs. 
d) Planning for future growth – Introduce processes needed for managing a firm 
twice the current size, such as communication and strategic planning. 
e) Human resource practices – Five recommendations proposed as follows: adding 
testing to the interview selection process, introducing an HR plan to facilitate 
earlier recruitment and training, implementing training plans for all employees, 
differentiating between performing versus underperforming employees, and 
charging someone with HR accountability. 
f) Implementing meaningful measures – Implementing measures that are 
meaningful to the firm as well as the employee, that facilitate the identification of 
employee strengths and weaknesses, and that are useful for rewarding employee 
performance. 
 
Case 4 – Participants’ collective recommendations for PM processes are as follows: 
a) Retaining informal process – Retain the informal PM structure, given firm’s 
mode of operation, its single layer of management, and accessibility of managers 
for employees; introduce regularly scheduled one-on-one employee sessions to 
review past performance and discuss future career paths. 
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b) Implementing BSC measures – Implement to address concerns regarding right 
measurable numbers, with carrying sales growth and customer successes forward, 
and for employing effective control processes. 
c) Firm’s next steps – Recommendations for moving firm forward: a) quality 
assurance procedures, b) growth management, c) partner management, d) more 
accountability, and e) follow-up with customer satisfaction surveys. 
 
Case 5 – Participants’ collective recommendations for PM processes are as follows: 
a) Developing guidelines – Companywide guidelines for weighing job 
responsibilities and performance objectives and for conducting the reviews. 
b) Improving rating consistency – More consistency as to how performance is rated. 
c) Formalising review frequency – Formalise the number of reviews throughout the 
firm – whether quarterly or semi-annually. 
d) Linking functional area objectives – A better process for linking functional areas 
to corporate objectives. 
e) Crafting group and departmental measures – Firm would benefit positively from 
group and departmental, as well as individual, performance measures and from 
self-monitoring measures. 
 
Case 6 – Participants’ collective recommendations for PM processes are as follows: 
a) Communicating strategic plans – Better communication of firm’s strategic plans 
to focus employees on what can I do?; in addition, PM processes are viewed as 
important for implementing firm’s plans. 
b) Knowing what to measure – An earlier understanding of defects and other 
problems by knowing what to measure and how to measure it. 
c) Monitoring PM results – Strengthen the PM process over time, based on results. 
d) Firm’s next steps – Although many of the key pieces of performance are 
addressed, the firm should still look for more. 
 
Case 7 – Participants’ collective recommendations for PM processes are as follows: 
a) Implementing BSC measures – Use a BSC approach and tie it to some kind of 
merit bonus. 
b) Demonstrating value – A process that encourages challenging targets and 
performance but results in positive outcomes and perceived value for 
stakeholders. 
c) Implementing PM companywide – Extend the PM process beyond one 
department. 
 
Case 8 – Participants’ collective recommendations for PM processes are as follows: 
a) Communicating frequently – Need for repeated communication; good 
communication is more difficult with remote centres. 
b) Automating appraisal reviews – Automated system of performance appraisals, 
which includes individual work plans, for both team and individual goals and 
objectives, and a self-monitoring facility. 
c) Standardising PM companywide – Standardise and implement the PM process 
companywide so it becomes transparent, not as a program but as part of the 
business and its culture. 
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d) Automating customer surveys – An automated process to capture better the 
valuable feedback from customer surveys. 
e) Incorporating career planning – Include attainment levels where position 
levels/titles and criteria are known; the process should be personally motivating. 
f) Offering PM training – To enhance consistency and fairness, train managers on 
how to conduct appraisals and employees on how to participate in and benefit 
from them. 
g) Developing managerial skills – Formalise management training to enhance skills, 
such as mentoring and coaching, and record personal development. 
 
Cross-case comparison – Recommendations for performance management 
The following recommendations are a reflection of individual as opposed to firm 
beliefs.  Furthermore, the suggestions are offered for high technology SMEs that are 
either considering PM processes or embarking on development or implementation.  
As such, the recommendations are not presented as a cross-case analysis but instead 
are organised according to the working definition developed in chapter 2. 
 
Table 4.21 Recommendations for performance management processes 
Performance management working definition Participants’ recommendations 
Integrates with business strategy development/execution  Planning for future growth 
 Knowing what to measure 
 Implementing meaningful metrics 
 Implementing BSC measures 
 Linking functional area objectives 
 Reinforcing competitive advantage 
Develops individual and team performance  Communicating strategic plans 
 Crafting group/department metrics 
Focuses on training and development needs of employees  Developing managerial skills 
 Offering PM training  
Includes a formal performance appraisal component  Formalising review frequency 
 Automating appraisal reviews 
 Recognising nonfinancial rewards 
Emphasises line management accountability for its success  Maintaining accountability 
 Motivating employees 
 Demonstrating value 
 Evaluating customer surveys 
 Communicating frequently 
 Monitoring PM results 
Links with the human resources and …    Standardising PM companywide 
 Validating PM process 
 Tracking PM outcomes 
 Developing PM guidelines 
 Improving PM rating consistency 
 Incorporating career planning 
 Integrating with core HR practices 
      … reward management systems  Reviewing incentive plans 
 Formalising profit-sharing plans 
(Source: Developed for this research using working definition and section 8.3 of case studies) 
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The findings in table 4.21 suggest several opportunities for enhancing PM processes.  
Over eighty percent of these recommendations are those of executives or line 
managers. 
 
Experience with PM processes uncovers a number of potential PM benefits that are 
not necessarily implemented by the eight high technology firms.  The findings reveal 
several key observations.  First, in comparison to the PM working definition, 
participants observe three key benefits from integrating PM and strategic planning 
processes – determining ‘right’ measures, establishing future plans, and reinforcing 
the firm’s competitive advantage.  Second, the process is clearly perceived as line 
management accountability that assists with the job of ‘managing’.  Finally, PM 
requires support from core HR practices for firm-wide consistency and from reward 
systems for recognition and fairness.  The other components in the definition have 
fewer recommendations because they are already present and functioning in most of 
the firms’ existing PM processes. 
 
4.8.4 Summary of findings for RI 6 
The individual firm findings and cross-case comparisons dealing with RI 6 confirm 
that the high technology firms in the Okanagan Valley have gained from their 
experiences with PM processes.  Initially, it is important to gather input from various 
stakeholders and to examine PM processes that meet the firm’s needs.  During 
implementation, the lessons learned were: a) to provide frequent feedback, b) to 
increase employee participation, and c) to empower managers.  Otherwise, the 
learning appears to be specific to each firm’s PM process. 
 
The two most common difficulties expressed by participants were determining which 
objectives or metrics to measure and track and motivating employees to accept and 
embrace the process.  These difficulties, in part, clarify two clusters of participant 
recommendations – integrating PM with business strategy and linking it to HR and 
reward practices.  Other obstacles were again unique to each PM process. 
 
4.9 Conclusion 
 
The six research issues have clarified the many questions surrounding the research 
problem – how do high technology firms in the Okanagan Valley region use 
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performance management strategies to gain a competitive advantage?  For example, 
RI 1 findings and discussions reveal that high technology firms in the Okanagan 
Valley region have a good understanding of and knowledge about PM processes.  
That is, in comparison to the working definition developed for this research in 
chapter 2, the only component missing is the integration of PM with business 
strategy. 
 
The findings and cross-case discussions uncovered by RI 2, confirm that high 
technology firms in the Okanagan Valley region initially define their competitive 
advantages in terms of product or service advantage and market scope.  Likewise, all 
cases recognise the importance of human capital to these competitive advantages.  
The participants had difficulty numerically (1 to 7) describing the distinctiveness of 
their competitive advantages to those of rivals.  Further, case participants do not 
associate their existing PM processes with gaining a competitive advantage; 
conversely, participants were able to envision that these processes would support the 
firms’ competitive advantages in future. 
 
In replying to RI 3, the findings and discussions suggest that high technology firms 
in the Okanagan Valley face distinct workforce challenges during periods of 
increasing or decreasing periods of growth.  The significance of human capital to the 
firms’ competitive advantages is identified in RI 2; it is not surprising, then, that 
retention is a recognised necessity for the majority of these growing firms.  The 
evidence indicates that the firms’ improved recruitment and selection programs are 
reducing turnover. 
 
RI 4 findings and discussions, on the other hand, identify that these high technology 
firms recognise early the importance of recruiting and selection and orientation 
programs to employee performance.  Further, these and other HR programs are 
companywide and better integrated with PM processes when the firm employs an HR 
Manager who is part of the management team.  Finally, PM objectives and plans are 
pre-determined and more similarly communicated by participants when line and HR 
managers work together on the crafting and execution of PM processes. 
 
Key PM processes supporting the firms’ competitive advantages, divulged by RI 5 
findings and discussions, reveal variations among the high technology firms in the 
 175 
Okanagan Valley region.  On one hand, mid-size cases declare strong ties between 
their PM processes and strategic or business plans and report the highest number of 
strategic management components.  The two large-sized cases, on the other hand, 
communicate a stronger HR or reward systems focus and a more informal tie to 
strategic planning.  The smaller firms have few strategic components in place.  From 
a communication perspective, all cases report well-developed networks of meetings 
to enhance their PM processes, and the mid- and large-sized firms have developed 
other communication mechanisms as well. 
 
The individual findings and cross-case discussions revealed by RI 6 confirm that 
high technology firms in the Okanagan Valley have gained from their experiences 
with PM processes.  Before embarking on these processes, firms require input from 
various stakeholders and an analysis of their needs.  Frequent communication and 
joint manager-employee participation are essential to a smooth implementation.  
Without a doubt, the greatest difficulty faced by managers is determining the ‘right’ 
objectives and metrics to evaluate.  Given this challenge, many of the participants’ 
recommendations focus on measures, which, when clustered, point to greater 
integration with business strategy. 
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CHAPTER 5 – CONCLUSIONS AND IMPLICATIONS 
The following chapter captures the significance of similar and dissimilar 
performance management (PM) processes among eight high technology firms in the 
Okanagan Valley region.  It summarises and interprets the findings discussed in 
chapter 4 within the context of prior research in chapter 2 and derives conclusions 
based on the research results.  Further, chapter 5 offers new perspectives to current 
PM theory; it highlights contributions for line and HR managers in the high 
technology sector, and it presents a number of research issues for future 
consideration. 
 
This chapter consists of twelve sections.  Section 5.1 begins by re-introducing the 
research problem and research issues, and summarising the content of the four 
preceding chapters.  Sections 5.2 to 5.7 are organised by research issue.  Within each 
of these sections, research findings are summarised from chapter 4, explained within 
the context of chapter 2, and presented as conclusions.  Based on these research 
conclusions, section 5.8 advances conclusions about the research problem.  Sections 
5.9 to 5.12 articulate the implications for current theory, methodology, and future 
research and indicate limitations not recognised in previous chapters. 
 
5.1 Research problem and issues 
Chapters 2 to 4 have provided the literature framework, data collection methods, and 
findings and discussions necessary to address the research problem first introduced in 
chapter 1 as follows: 
How do high technology firms in the Okanagan Valley region use 
performance management strategies to gain a competitive advantage? 
 
At this point, the study undertook to solve the research problem by exploring the 
firms’ definitions of PM processes, their perceptions of PM-HR linkages, and their 
description of competitive advantages.  Further, the investigation identified other key 
processes, such as strategies or feedback mechanisms, which were designed to 
support the firms’ competitive advantages.  Since human capital was acknowledged 
as vital to these competitive advantages, the research considered the influence of 
business growth on workforce development.  Finally, the firms’ experiences with PM 
were examined.  In order to respond to the research problem, then, six research issues 
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(RI), first introduced in chapter 1, were developed and justified in chapter 2 as 
follows: 
 RI 1:  How do high technology firms in the Okanagan Valley region 
define performance management? 
 RI 2:  How do high technology firms in the Okanagan Valley region 
describe competitive advantage? 
 RI 3: How has business growth affected the development of a 
productive workforce in high technology firms in the Okanagan 
Valley region? 
 RI 4: What is the perceived relationship between performance 
management and human resource practices? 
 RI 5: How do key processes in the firm’s performance management 
support its competitive advantage? 
 RI 6: What have high technology firms in the Okanagan Valley 
region learned from their experiences with performance management 
strategies? 
 
This final chapter interprets the findings in chapter 4 and relates them to relevant 
literature in chapter 2.  Based on these research results, conclusions are first crafted 
for the six research issues and then for the research problem under study.  
Implications for and contributions to theory, methodology, and management 
practices are highlighted.  Finally, future research needs are recognised and potential 
areas for future research are recommended. 
 
5.2 Performance management in high technology firms 
As stated above, the first intention in resolving the research problem was to uncover 
the perceptions of and knowledge about PM processes.  As such, the first research 
issue to be addressed is how do high technology firms in the Okanagan Valley region 
define performance management?  Four sets of findings provide the basis for RI 1 
conclusions: initiation, objectives, components, and planned enhancements of the 
process. 
 
5.2.1 Initiation of performance management process 
At the outset, business growth often inspires the need for PM processes by high 
technology firms.  As firms grow, they initiate PM either to measure employee 
performance or to track firm performance (table 4.2 a).  Other shared purposes 
include employee reward systems and customer satisfaction.  The two largest firms 
(cases 5 and 6), each of which has an HR Manager, report very specific reasons for 
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implementing or enhancing their PM processes – profit-sharing and leadership 
development. 
 
Why these processes are initiated is often influenced by who instigates them.  
Executives are the initiators of formal PM processes in over 60 percent of the cases 
(table 4.2 (b)).  In all of them, the need for PM processes was identified by either 
executives or line managers.  In the two smallest firms (cases 4 and 7), for example, 
the formal components were introduced by their sales managers.  The development 
of PM processes also varies among the cases.  The full-time HR Managers in the two 
largest firms are fully responsible for development, and the part-time HR Manager in 
one mid-sized firm is a member of the firm’s PM Committee, which is developing 
the process.  Otherwise, line managers have been responsible for developing the PM 
processes.  Two of the eight firms had consultants assisting with development of 
their processes – one with and one without an HR Manager. 
 
The reasons for initiating PM processes are clear in the literature.  To begin, firms 
that focus on the managing and rewarding of performance outperform those that do 
not (McDonald & Smith 1995; Parker & Brown 2000; Nankervis, Compton & Baird 
2005).  Further, PM systems facilitate a companywide performance culture (See 
Schneier, Shaw & Beattie 1991; Egan 1995; Millett 1998; Das & ed. Templer 2003).  
Similarly, the case findings confirm that the primary reasons for implementing PM 
processes are to measure employee performance or to track firm performance. 
 
Who initiates the process in this research varies somewhat with the results of other 
similar studies in literature.  Brown (2002) asserts that business leaders view PM as 
an HR initiative, and, too often, PM is not the accountability of managers (See 
Schneier, Shaw & Beattie 1991; Egan 1995; Henry & Bradley 1997; Stewart et al. 
2003).  In comparison, the cross-case findings indicate that PM initiatives are most 
often instituted by an executive and, in all cases, implemented by line managers who 
are held accountable. 
 
Some of the findings are similar to the literature for the development of PM 
processes.  Henry and Bradley (1997) report that once top management decides that a 
performance review system is a good idea, it is allocated to the HR department; 
further, the design and evaluation of programs is the purview of the HR Manager 
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(Egan 1995; Nankervis, Compton & Baird 2005).  In each of the large-sized cases, 
the responsibility for PM development was assigned solely to the HR Manager. 
 
The literature varies from the case studies with respect to employee participation.  
That is, many authors associate employee involvement with effective PM because 
committed employees are more likely to make contributions to the firm’s success 
(See McDonald & Smith 1995; Davis & Landa 1999; Pamenter 2000; Bain 2001).  In 
comparison, although two case findings credit employees with co-initiating their 
processes, there is no evidence of employees taking part in the development of the 
firms’ PM processes. 
 
In conclusion, growth initially drives the need for systems that track and measure 
performance, because high technology firms interested in success need a 
performance culture to outperform their competition.  In all cases, either executives 
or line managers recognise the need for formal systems.  During the early stages of 
growth, line managers are involved in PM development, but, with the advent of an 
HR Manager, the program development shifts.  In these high technology cases, 
accountability for PM implementation is firmly the role of line managers, which is 
not consistent with the literature.  One obvious gap between the literature and the 
case findings is the total lack of employee involvement in the development of the 
firms’ PM processes. 
  
5.2.2 Objectives of performance management process 
PM objectives are more similarly expressed by case participants when they are 
members of a committee; nevertheless, common objectives among managers are 
evident in three-quarters of the cases.  Among the cases themselves, the similarity of 
objectives is more apparent when they are clustered into broader categories (table 
4.3).  That is, in addition to the employee development cluster, which is strongly 
shared among the cases, other desired results include: reward systems, business 
performance, employee performance, customer satisfaction, and communication.  
The uniqueness of objectives, among the cases, is more apparent within each cluster 
and, in particular, within the miscellaneous cluster.  For example, only the two 
largest firms are distinguished by their introduction of promotional or career 
objectives. 
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Although few sources of literature document specific objectives for PM, a number 
espouse its benefits.  Similar to the expectations of case managers in this research, 
literature sources support employee and team development, motivational 
opportunities, employee and firm performance growth, and increased communication 
as advantages of PM or its appraisal component (See Millett 1998; Stewart et al. 
2003; Nankervis, Compton & Baird 2005).  Further, both existing PM models and 
current high technology applications stress the importance of employee development 
for building skill sets (Pamenter 2000), tracking firm performance (Elsdon & Iyer 
1999), and lowering turnover rates (Dobbs 1999).  One PM model makes a further 
distinction between learning goals and performance goals (Fletcher 2001), which is 
very similar to the approach taken by case 8.  One notable difference from literature 
is the lack of attention to teamwork by three-quarters of the cases’ objectives.  
Teamwork development is identified by Millett (1998) and Stewart et al. (2003) as a 
benefit for PM processes.  This finding again confirms the lack of employee 
involvement that emerged previously. 
 
The findings confirm that the objectives in each case study generally match their 
reasons for initiating a PM process (table 4.4).  All five cases that introduced their 
processes to track firm performance translated this reason into a PM objective.  
Further, 50 percent of the cases authenticated employee performance as reasons for 
initiating and as objectives for the process, and, over a third, captured both reward 
systems and customer satisfaction as reasons for initiating and as objectives for the 
process.  Otherwise, objectives have been added during the design or implementation 
stages, such as business performance, employee performance, reward systems, and 
customer satisfaction. 
 
The two largest cases exhibit a strong linkage between the reasons for initiating their 
PM processes and their objectives for them.  Further, their reasons and objectives are 
consistent with more recent PM models.  That is, in case 5, the decision to link 
profit-sharing bonuses to employees’ salary levels and performance results is fully 
consistent with the approach recommended by Pamenter (2000), which recommends 
PM as part of a firm’s reward program.  The leadership focus in case 6 is also 
supported by the new paradigm proposed by Bain (2001), which promotes co-
performance where coaching behaviour of managers is integral to expected results 
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for employees.  Pamenter (2000) also requires contributions from both managers and 
employees. 
 
The most striking difference between initial reasons for implementing PM processes 
and the resulting objectives is the addition of a development objective by seven of 
the eight cases.  This added attention to employee development removes a potential 
PM liability identified by the literature.  That is, if development is not valued by a 
firm, PM cannot operate effectively (Egan 1995). 
 
In conclusion, PM objectives are consistently communicated by participants within 
each case and, when clustered by subject, are reasonably common among the high 
technology cases.  Within each cluster of objectives, however, each case has a more 
customised set of objectives.  Whether formally or informally introduced, why PM is 
initiated generally informs the type of objectives that are determined for the program; 
other objectives, however, are added at the onset or during implementation.  To some 
extent, PM processes shift from a firm and employee performance focus, when 
initiated, to employee development and reward systems emphases, which is more in 
line with the implied benefits in the literature. 
 
5.2.3 Components of performance management process 
The component that occurs the most often among the cases is the existence of a 
formal appraisal.  Nevertheless, the cases exhibit other similarities among 
components of their PM processes as well.  First, individual goals cascade from 
corporate goals or are developed from business plans or measures.  Second, three-
quarters of the cases include all or some of the following elements in their formal PM 
components: job responsibilities, competencies, expected behaviours or attributes.  
The two largest cases measure all of these elements, and the two small ones do not 
use any of them.  Third, the implemented components confirm support for the 
development and reward-systems objectives, in five and three cases respectively. 
 
According to the literature, it is not unusual that an appraisal component is the 
strongest component among the case studies because many systems focus on this 
appraisal element (Stewart et al. 2003).  Further, the need for job criteria 
(responsibilities, competencies, behaviours or attributes), on which to base 
performance, is also acknowledged (See Heneman & Thomas 1997; Millett 1998; 
 182 
Pamenter 2000; Das & ed. Templer 2003).  Several current PM models recognise the 
importance of development and reward systems, which is consistent with the general 
direction of the large and mid-sized cases.  In two models, rewards are recognised for 
influencing intellectual capital (Perkins 1997) and individual and team performance 
(Cummings & Worley 2001). 
 
The most obvious difference among the cases is the presence or absence of a 
strategic focus.  Nevertheless, distinct differences also exist among the cases in the 
depth and breadth of their components.  For example, the formal appraisal 
component is evident in six cases, but it is only companywide in five of them.  
Further, formal reviews only apply to both managers and employees in two of the 
five-companywide programs.  Another example is the training and development 
component identified in five cases; all consistently focus on needs identification but 
vary substantially in investment.  From a reward-systems perspective, three cases 
formally integrate their performance and compensation processes, whereas the others 
consider employee performance more informally in their compensation decisions. 
 
From a strategic perspective, the case studies differ from each other and with many 
literature sources.  For example, PM is defined as a process that is consistent with a 
firm's mission and objectives (See Heneman & Thomas 1997; Henry & Bradley 1997; 
Das & ed. Templer 2003; Stewart et al. 2003) and, as well, as a strategy (See Perkins 
1997; Armstrong & Baron 1998; Millett 1998; Nankervis, Compton & Baird 2005).  
By comparison, only one case study specifically references a strategic planning 
document. 
 
The case study differences in the depth and breadth of PM components is potentially 
explained by their diversity in culture, size and structure, among other factors (See 
Moravec 1996; Henry & Bradley 1997; Armstrong & Baron 1998; Fletcher 2001; 
Stewart et al. 2003).  Further, some authors advocate custom PM processes (See 
Moravec 1996; Henry & Bradley 1997; Armstrong & Baron 1998) for meeting 
changes in competition and customers’ expectations.  The case differences in depth 
and breadth are potentially clarified by a custom approach.  For example, Perkins’ 
(1997) model assigns more emphasis to leadership and coaching and recognition and 
rewards than other models.  The elements of this model are very similar to those of 
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the case 6, which has a leadership development emphasis, and, yet, they are 
dissimilar to the other seven case studies. 
 
Whether appraisal sessions are formal or informal, the most common assessment 
tools reported by the firms are management-by-objectives (MBO) and self-appraisals.  
The relevance of work teams to the high technology firms accounts for the gradual 
shift towards team-oriented PM processes reported by five cases. 
 
It is not surprising that seven cases use MBO as a preferred assessment tool.  The 
literature confirms that MBO remains popular and promotes a common 
understanding of expectations (Kennedy & Dresser 2001).  The more recent trend 
towards multiple-rating appraisal programs includes, among other sources, self-
appraisals as part of the ‘full circle’ (Belcourt & McBey 2004).  The growing 
popularity of 360-degree and other forms of multi-rating assessments is one 
explanation for the emphasis on self-appraisals reported by seven of the firms.  Of 
these firms, four report three or more sources of feedback.  The firms’ greater 
awareness of and interest in team feedback is consistent with one of the opportunities 
afforded by PM processes (Millett 1998; Stewart et al. 2003). 
 
In conclusion, the components implemented in the eight case studies confirm 
awareness and knowledge of PM processes similar to the working definition 
developed for this study.  The most questionable component is the lack of apparent 
interest in a strategic focus.  At this point, it is unclear whether the omission results 
from a narrower definition of PM processes or a weak strategic planning process.  
Nevertheless, all of the firms associate PM with business planning and, in three-
quarters of the cases, integrate individual goals with corporate or departmental 
objectives.  Although the two largest cases, both of which have HR Managers, 
integrate goal-setting measures into their PM processes, the components are directed 
more towards employee performance rather than firm performance. 
 
5.2.4 Planned enhancements for performance management process 
When process enhancements are added to the existing components (table 4.6), the 
similarities increase, and the largest difference (presence or absence of a strategic 
focus) remains.  When the cases’ plans are factored into their definition of PM, the 
following changes are evident.  Seven cases report formal appraisal programs, either 
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companywide or within a department, and the eighth firm is in the process of 
implementing companywide software that facilitates self-monitoring.  Further, more 
support for individual goals and more formal companywide tracking systems are 
reported.  One or more line managers, in 50 percent of the cases, expressed interest 
in Balanced Scorecard (BSC) metrics.  Three firms plan to introduce or expand their 
incentive bonus programs, which increases the number of firms from two to five.  
One firm plans to introduce a new component, namely team-based incentives. 
 
The PM enhancements planned in the case studies are supported by the literature 
sources used to develop the working definition for this study and to test the definition 
against current PM models.  The interest in BSC metrics indicates a broader 
approach to measuring goals and objectives. 
 
In summary, the enhancements planned for the firms’ PM processes add greater 
substance to their existing components. 
 
5.2.5 Conclusions about RI 1: Definition of performance management 
Except for the strategic management component, the evidence in all case studies 
supports a well-developed understanding of PM by high technology firms in the 
Okanagan Valley region.  The large-sized firms, with HR Managers, have a more 
distinct employee focus than the others, such as incentive bonus plans or employee 
and leadership development.  Mid-sized firms tend to have a stronger emphasis on 
firm performance, with some employee needs identification but less investment in 
training.  PM processes in small firms tend to be informal.  The major omission in all 
case findings is the lack of attention and integration of PM processes with strategic 
business planning. 
 
As a firm grows, the need to communicate more effectively creates a need to 
measure and track firm and employee performance.  As a result, the reasons that 
firms initiate their PM processes inform their objectives, their components, and their 
planned enhancements.  Why PM is initiated also accounts for the customisation of 
PM processes that is apparent in the case studies.  Generally, small-sized firms 
confront fewer communication needs during the early stages of growth and, as such, 
their sales managers who are responsible for generating revenue and managing 
remote employees usually initiate the PM processes.  The large-sized firms, with HR 
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Managers, appear to have a complete PM plan from beginning to end, prior to 
implementation of their processes. 
 
5.3 Competitive advantage in high technology firms 
The perception and comprehension of how high technology firms define a 
competitive advantage framework is vital to the understanding of the research 
problem.  As a result, the second research issue to resolve is how do high technology 
firms in the Okanagan Valley region describe their competitive advantage?   Three 
sets of findings provide the framework for the following issues: types and scope of 
competitive advantage, human capital role in competitive advantage, and 
contribution by performance management. 
 
5.3.1 Types and scope of competitive advantage  
An analysis of the competitive advantages communicated in the eight case studies 
discloses common differentiation strategic advantages, but differences in their target 
markets – three report broad markets and five narrow ones (figure 4.4).  Initially, the 
case participants from seven cases attribute their firms’ competitive advantages to 
superior technology; the eighth credits its competitive advantage to research.  In all 
cases, customer-centric cultures or attention to customer service needs are central to 
their competitiveness.  There are no trends suggesting common perspectives within 
management groupings – executive and HR versus line management. 
 
Porter (1985) defines competitive advantage as growing out of the value a firm 
creates for its buyers.  In addition, he classifies three generic strategies: cost 
leadership, differentiation, and focus.  All participants in the eight case studies 
communicated their firms’ differentiation strategies and identified their target 
markets, whether broad or focused.  Competencies, according to Porter (1995) are 
part of buyer value, but functions such as training and compensation are classified as 
support activities, which are potentially sources of competitive advantage.  
Participants from the largest cases clearly attribute service advantages to the 
knowledge resident in their human capital pools.  Both primary and support activities 
provide the bridge between strategy formulation and implementation (Porter 1995). 
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It can be concluded that the eight case studies are fully familiar with the nature and 
scope of their competitive advantages, whether product or service oriented.  Further, 
these competitive advantages are realised through customer-centric and service-
oriented cultures.  Not only is the knowledge resident in human capital overtly 
recognised by the two large-sized firms, but also their PM processes are customised 
to reinforce the importance of this knowledge base.  At this point, given the apparent 
lack of attention to strategic business planning, the role of PM processes (a support 
activity) in gaining competitive advantages is unclear. 
 
5.3.2 Human capital role in competitive advantage  
To begin, all of the firms acknowledge human capital as either a competitive 
advantage or an integral component of it.  The cases identify both tangible skills, 
which are often specific to their needs, and a variety of intangible skills, such as 
communication, customer relations, innovation in problem-solving, and general 
business acumen (table 4.7 (a)).  Expert or specialised, product, and industry 
knowledge are important as well.  In all eight cases, the emphasis on human capital is 
aimed at supporting and sustaining their competitive advantages. 
 
A review of relevant literature clearly champions opportunities for building a 
competitive advantage with human capital.  For example, Schuler (1990, cited in 
Flood, Gannon & Paauwe 1996) proposes that superior human resources create a 
strategic competitive advantage because they affect business profitability, survival, 
competitiveness, adaptability, and flexibility.  A resource-based view (RBV) of 
strategy places its emphasis on management’s knowledge and experience and 
workplace culture to explain differences in competitive performance (Boxall & 
Purcell 2003).  According to Hall (1993, cited in Boxall & Purcell 2003), CEOs rate 
the quality of employee knowledge as one of their two most strategic assets.  
Similarly, the eight case studies identify and support a human capital focus in 
implementing their competitive strategies. 
 
The case studies identify various methods for preserving their human capital pool 
(table 4.7 (b)), which is further evidence for its importance.  The tactics most 
commonly implemented to support human capital include: promoting a customer-
oriented culture, focusing on retention, recruiting qualified employees, and nurturing 
a climate of product quality.  Otherwise, supporting actions are more individualistic 
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or customised – employee recognition, training investment, working conditions, 
knowledge management, and delegation. 
 
Prior studies document human capital resources as the experience, judgment, and 
intelligence of both managers and employees (Wright, McMahan & McWilliams 
1994; Das & ed. Templer 2003).  Similarly, the RBV focuses on leadership quality 
and workplace culture for generating improved levels of performance (Boxall & 
Purcell 2003).  Generally, the tactical plans communicated in the case studies are 
directed towards building the firms’ human capital resources.  Case 6, however, is 
clearly in-line with the RBV in its PM emphasis on leadership development. 
 
In summary, the eight high technology case studies regard human capital as vital to 
their competitive advantages.  Although the firms’ human capital roles are articulated 
and directed towards their competitive advantages, most of the supporting actions are 
tactical as opposed to strategic in nature.  Nevertheless, the firms employ a number 
of universal and unique actions, and the unique ones appear to be customised to meet 
each firm’s needs.  Finally, with the exception of case 6, the firms appear to place 
more emphasis on employee knowledge and capabilities and less on the quality of 
leadership. 
 
5.3.3 Contribution of performance management in building a competitive 
advantage  
A comparison of the firms’ results signifies the importance of PM for tracking 
business or customer results and communicating competitive advantages.  In addition, 
the findings highlight the importance of PM for encouraging feedback, focusing on 
solutions, and recognising areas needing improvement.  Again, the cases identify a 
role for PM in education but, in relation to building a competitive advantage, 
employee skills are aligned with customers’ needs.  Other reported PM inputs are 
somewhat unique to each case – conveying successes to employees and customers, 
increasing employee productivity, improving product/service quality, enhancing 
customer service, driving to be the best, and orienting new hires.  When asked to 
express numerically the success from PM strategies for gaining competitive 
advantages, most participants were reluctant to respond.  Verbally managers 
volunteered that their PM programs were too new and had not yet been validated. 
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The literature review identifies a number of PM contributions.  For example, it has 
the potential to influence organisations strategically (Perkins 1997; Millett 1998) and 
the capability to heighten change (See Kaplan & Norton 1996; Millett 1998; Swain 
2000; Das & ed. Templer 2003).  As a strategic process, it also has the potential for 
building those differences necessary for a competitive advantage (Boxall 1996, cited 
in ‘Meshing…’ 1998).  In addition, the process encourages openness to new ideas, 
listening for feedback, and requesting assistance when goals are not achieved 
(Moravec 1996; Stewart et al. 2003).  The more common and unique PM 
contributions communicated across the cases are a testimony to openness, listening, 
and supporting behaviour.  Further, their custom components have potential for 
building competitive differences.  Nevertheless, the strategic capability of these PM 
processes seems to be weak in these high technology SMEs in the Okanagan Valley 
region. 
 
Prior research regarding the quantitative success of PM strategies for gaining a 
competitive advantage is unknown.  That is, the studies proposing a competitive 
advantage from PM processes are often descriptive and qualified with words, such as 
potential or have the ability to or appear to (Schneier, Shaw & Beattie 1991; Sadler 
1995).  Similarly, case participants had difficulty quantifying the successfulness of 
their firm’s PM strategy for gaining a competitive advantage. 
 
In conclusion, all eight high technology firms have implemented a number of key 
performance tracking and feedback mechanisms that are needs-based and solutions-
oriented.  In support of their competitive advantages, the firms’ have incorporated a 
number of unique PM features to reinforce their quality and service initiatives.  Yet, 
the firms’ PM processes do not appear to be influencing or implementing strategies 
nor fully maximising the opportunities for gaining a competitive advantage.  
 
5.3.4 Conclusions about RI 2: Description of competitive advantage 
The evidence supports that high technology firms in the Okanagan Valley region 
have a good understanding of the definition of competitive advantage.  Within each 
firm, participants communicate similar responses regarding strategic advantages and 
competitive scope.  Both superior technology and customer service are proposed as 
the common differentiating qualities.  At times, human capital is endorsed as a 
competitive advantage or, more often, as an integral component.  Although the firms 
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employ a number of tactics for preserving and enhancing their human capital pool, 
the strategic potential of this resource appears to be weak.  With the exception of one 
case study, an apparent omission is attention to leadership development. 
 
PM has the potential for a much greater role in the crafting and executing of strategy 
and for gaining a competitive advantage than the case studies employ.  Other than 
technological superiority, there are no other references to the four criteria that 
promote sustainability of their competitive advantages: valuable, rare, inimitable, and 
non-substitutable (Wright, McMahan & McWilliams 1994; Das & ed. Templer 2003).  
Further, although there are repeated references to customer and quality cultures, PM 
has the capability to reinforce these cultural expectations and to affect the changes 
that accompany business growth.  None of the firms are capitalising fully on the 
cultural and change elements inherent in PM processes.  Nonetheless, most of the 
firms have implemented a number of performance initiatives and their participating 
managers recognise that PM processes offer more opportunities. 
 
5.4 Growth effects on development of productive workforce 
Business growth strongly influences a firm’s ability to cultivate its workforce.  On 
one hand, rapid growth can prove to be an asset for leadership or employee 
development and, on the other, a liability to both.  Likewise, declining growth can 
result in workforce reduction or new approaches to conducting business.  In the high 
technology sector, the people and their knowledge are vital to strategy execution and 
a competitive advantage.  For these reasons, it is important to investigate a third issue 
– how has business growth affected the development of a productive workforce in 
high technology firms in the Okanagan Valley region?  Two sets of findings provide 
the framework for conclusions about effects of business growth on the workforce, 
and influence of employee turnover. 
 
5.4.1 Effects of business growth on workforce 
All case studies have increased in numbers of employees from the beginning of 1999 
to the middle of 2004 (table 4.1).  During this period, the four mid-sized firms have 
experienced high rates of employee growth, and all are anticipating additional 
growth before the end of 2004.  Cases 5 and 6, the largest ones, report growth rates 
of 43 and 13 percent respectively. 
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The findings indicate that workforce growth produces challenges.  The two most 
frequently reported, by cases with 20 or more employees, are attracting employees 
with specialty and technical skills and assimilating new employees into the firm.  
Between the beginning of 1999 and mid-2004, six cases report some periods of 
stagnate or declining business growth, which was often accompanied by employee 
terminations.  However, 50 percent of them invested in R&D and upgraded their 
technology and products; a fourth restructured its jobs to more generalist roles. 
 
PM processes are powerful tools for change, such as modifying the employer-
employee relationship, downsizing the operations, or shifting to a more rigorous 
performance culture (See Schneier, Shaw & Beattie 1991; Kaplan & Norton 1996; 
Das & ed. Templer 2003).  Nevertheless, there is no evidence in the case studies that 
PM has been effective historically as most of the PM processes are newly 
implemented or in the process of being introduced. 
 
In summary, all cases have experienced an increase in their numbers of employees 
since 1999, and both medium and large cases have been challenged in attracting, 
training or assimilating new employees.  Of the firms studied, 75 percent suffered 
from periods of poor rates of growth since 1999, which, in some cases, resulted in 
downsizing.  Conversely, half of the firms invested in R&D, which has paid 
dividends in recent years.  So far, PM processes have not assisted with the changes 
imposed by decreasing growth rates.  Nevertheless, increasing growth was a major 
factor in initiating PM processes for those firms with 20 or more employees. 
 
5.4.2 Influence of employee turnover 
To varying degrees, all case studies have experienced employee turnover between 
the beginning of 1999 to the middle of 2004 (table 4.12).  During this period, the 
largest cases report a reduction in their annual rate from 10 percent or more to fewer 
than 5 percent; at the same time, their involuntary turnover has been declining.  
Among the four mid-sized cases, the turnover statistics between 2002 and 2003 and 
projected for 2004 are encouraging.  Three cases report a reduction, and the fourth is 
controlling its turnover between 5 and 10 percent.  The findings indicate that these 
four cases have recently developed and implemented formal companywide 
recruitment and selection practices, which appear to be reversing the type of 
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termination from involuntary to voluntary.  The only reporting small-sized case 
exhibits the same trends as the mid-sized ones – reduced rate of turnover between 
2002 and 2004 and a shift from involuntary to voluntary. 
 
The literature indicates that employees concentrate on immediate job needs and 
career opportunities (De Meuse, Bergmann & Lester 2001) and switch jobs and 
careers easily (Bell 2001).  These attitudes present a dilemma for employers, which 
can have devastating effects for the company (Harkins 1998).  To begin, attrition 
costs the employer between one and a half times (Elsdon & Iyer 1999, pp. 39-47; 
Gooley 2001, pp. 55-60) to five times an employee’s annual compensation (Harkins 
1998, pp. 74-8; Gooley 2001, pp. 55-60).  Other articles indicate other expenditures, 
such as a reduction in productivity (Hannay & Northam 2000).  Where intellectual 
capital frequently signifies the basis for a competitive advantage, the costs are even 
more critical (Bell 2001).  Although the cost to the eight firms is unknown, the 
significance of human capital is evident in the case studies. 
 
Documented evidence suggests that retention is influenced by the intrinsic and 
extrinsic needs of high technology employees, and they group under five categories: 
compensation package, alternative work practices, job involvement, career 
development, and organisational leadership.  Further, the literature is clear that 
retention of employees begins with an effective recruitment and selection program 
(Hannay & Northam 2000; Samson 2000).  The largest cases reveal PM attention to 
elements of at least two clusters – compensation package and organisational 
leadership.  All cases have introduced (or are in the process of introducing) more 
professionalism to their recruitment and selection practices. 
 
In conclusion, current literature is clear regarding the cost of turnover to high 
technology firms.  Given the importance of their human capital, retention of a 
qualified workforce is a major human resource issue.  During periods of growth, the 
eight high technology firms have recognised the importance of attracting qualified 
people to the challenge of retaining them.  Further, their improvements to recruiting 
and selecting programs have apparently reduced involuntary turnover.  The next 
logical step for these firms is more attention to the intrinsic and extrinsic needs of 
employees and managers. 
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5.4.3 Conclusions about RI 3: Effects of growth on development of a 
productive workforce 
The conclusions derived for RI 3 suggest that high technology firms in the Okanagan 
Valley face distinct challenges in developing productive workforces during periods 
of increasing or decreasing periods of growth.  Nevertheless, during periods of 
growth, and often intense growth, these firms have recognised the importance of 
recruitment and selection programs to the retention of a qualified human capital pool 
and, additionally, to their business success. 
 
The retention of their people, and hence their knowledge base, prompted a focus on 
R&D rather than terminations by three-fifths of these firms during periods of 
declining business results.  Downsizing and restructuring of assignments resulted in 
fewer employees accomplishing the same amount of work for both of the smallest 
firms.  Consequently, 50 percent of the cases confirmed initiatives that were 
prompted by adverse business but resulted in very positive business outcomes. 
 
5.5 Relationship between performance management process and 
human resource practices 
The relationship between HR practices and PM processes is a key consideration for 
resolving the research problem.  Interestingly, there are a number of opposing views 
regarding PM – is it an HR program or a line management tool?  The fourth research 
issue, then, is what is the perceived relationship between performance management 
and human resource practices?  Two sets of findings provide the basis for the 
following issues: support of HR policies and programs and extent of their 
involvement in PM processes. 
 
5.5.1 Supporting human resource policies and programs 
Among the high technology firms, the strongest HR support to PM processes is 
formal recruitment and selection practices and planned orientation programs (table 
4.13).  In addition, training and development and compensation packages, with 
varying degrees of formality, affect PM processes.  The final HR support is more 
evident in the large-sized cases as both integrate job descriptions and succession 
planning into their PM processes.  The evidence indicates that two of the mid-sized 
cases (2 and 8) are either initiating or already integrating these core HR practices too.  
Otherwise, HR support varies among the firms and these differences do not appear to 
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be related to firm size.  For example, three cases disclose documented HR or PM 
policies and procedures – one large, one medium and one small-sized firm. 
 
A number of PM definitions refer to the integration of PM or its appraisal component 
with HR programs (See Egan 1995; Perkins 1997; Millett 1998; Pamenter 2000; 
Fletcher 2001; Stewart et al. 2003).  For example, one or more formal appraisals 
(Egan 1995), attracting well-qualified personnel (Gionfriddo 1999; Samson 2000; 
Gordon & Lowe 2002), on-going development (Henry & Bradley 1997; Armstrong 
& Baron 1998; Millett 1998; Das & ed. Templer 2003; Stewart et al. 2003), and a 
compensation discussion (Egan 1995; Nankervis, Compton & Baird 2005) are well-
documented supporting HR practices in the literature.  Similarly, 80 percent of the 
case studies participating in this research report formal appraisal components and all 
of these cases support their PM processes with at least three of the following HR 
practices: recruitment and selection, new employee orientation, training and 
development and compensation. 
 
The literature isolates a number of other support programs that are implemented by 
innovative high technology firms, such as mentoring, cross-functional teams, and 
exposure to new technologies (Lazar 2001).  From the high technology employees’ 
perspectives, the literature is also rich with their attraction and retention needs, most 
of which necessitate the support of HR practices – compensation package, alternative 
work practices, job involvement, career development, and organisational leadership 
(table 2.3).  In comparison, it is evident that the eight case studies recognise the 
importance of attraction and retention of human capital within the context of their 
PM processes.  However, the remaining HR practices reported as supporting the 
firms’ PM processes – employee feedback, job descriptions, succession or career 
planning, and documented policies and procedures – appear to be specific to each 
firm’s PM needs. 
 
It can be concluded that the HR practices initially formalised and integrated with PM 
processes, by the eight high technology firms, are attraction, retention, and 
orientation and, to a lesser extent, development and compensation programs.  
Nevertheless, the degree of formality and extent of integration varies among the 
firms and with little apparent connection to size.  The dissimilarities among the cases 
are potentially more revealing.  The HR practices, which are not common among the 
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cases, appear to be aligned with each firm’s reasons for initiating a PM process and 
its resulting objectives. 
 
5.5.2 Involvement of human resources  
A finding is that strong formal companywide linkages exist between HR practices 
and PM processes when there is an HR manager who is also a member of the 
management team (table 4.14).  Cases reporting HR designates have many 
companywide HR practices too, but implementation of them relies solely on line 
managers’ capabilities.  As such, companywide consistency is more difficult to 
achieve. 
 
The literature affirms that HR Managers are assuming responsibility in top-
management planning and decision-making (Way & Thacker 2000; Belcourt, 
Bohlander & Snell 2005).  At least 50 percent of the cases report that the HR 
manager or designate is a member of the management team; nevertheless, all of these 
managers do not report directly to the most senior executive member.  Currently, 
high technology firms are using line managers for many traditional HR roles 
(Nankervis, Compton & Baird 2005).  Similarly, more than 50 percent of the cases 
rely on line managers totally or line manager and HR designate combinations.  
According to Nankervis, Compton & Baird (2005), the literature predicts that this 
latter trend cannot replace the need for an HR professional.  No evidence was 
presented by the firms to suggest changes to their HR structures. 
 
The case studies suggest that the choice between employing an HR Manager or not is 
primarily a function of size.  Literature, on the other hand, proposes that the balance 
between line and HR accountability is determined by strategic business objectives, 
culture and structure, and the quality of the operating and HR managers (Guest 1989 
and Truss 1996, cited in Stone 1998).  So far, the conclusions for this study suggest 
little attention to strategic business planning within the context of PM processes. 
 
In conclusion, the relationship strengths between PM processes and HR practices 
appear to be a function of companywide standards and implementation consistency.  
In addition, greater consistency exists when line and HR managers work together on 
the integration of PM processes and HR practices and when HR Managers are 
members of the management team.  Given human capital is essential to high 
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technology firms, each mid-sized firm is a potential candidate for employing an HR 
professional.  Since the timing for this event will be decided by each firm’s strategic, 
competitive, cultural, and structural needs, more attention to strategic business 
planning is the first step. 
 
5.5.3 Conclusions about RI 4:  Relationship between performance 
management processes and human resource practices 
The relationship between PM processes and HR practices is more than merely 
support from one to the other.  The case evidence indicates that PM-HR interaction 
encourages companywide standards and consistency and, potentially, strengthens a 
firm’s investment in human capital.  Most of these eight growing high technology 
firms recognise the need for integration between their PM processes and their core 
HR programs, such as attraction, retention, development and compensation.  
Predictably, those firms with HR professionals have more integrating HR practices 
and components that focus on employee performance.  In addition, the commitment 
to PM processes is greater when line and HR managers work together on the crafting 
and execution. 
 
PM processes have the capability of assuming various expressions, which are related 
to reasons for initiating them and their resulting objectives.  These factors, not size of 
firm, potentially account for the varying degrees of formality and extent of 
integration between PM processes and HR practices.  For example, the evidence 
suggests that an employee versus firm focus to PM processes is the result of why it 
was initiated and by whom.  Further, when executives assign accountability for PM 
processes to HR Managers, the PM processes are more formal and more people-
focused.  At this point, whether PM processes are HR programs or a line 
management tools appears to be dictated by desired outcomes as formulated by high 
technology firms in the Okanagan Valley region. 
 
5.6 Key performance management processes supporting firms’ 
competitive advantages 
Since PM is a strategy that influences strategic business plans, it predictably has the 
capability for building competitive advantages.  As a result, it is important to 
investigate all key PM processes that potentially affect the building of competitive 
advantages.  The fifth issue to address is how do key processes in the firm’s 
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performance management support its competitive advantage?  Three sets of findings 
form the basis for conclusions about strategic management components, interaction 
between strategic processes and PM, and linkages within the PM process. 
 
5.6.1 Strategic management components 
The evidence of strategic business components (vision, mission, values, objectives, 
and plans) within each case varies, to some degree, according to its size (table 4.15). 
Of the mid-sized cases, two (1 and 2) affirm the existence of all five strategic 
components and the other two (3 and 8) have the majority of components.  The 
largest cases confirm the existence of specific objectives supported by either broad or 
targeted strategies.  The two smallest cases have fewer formal components, although 
case 4 has a mission, objectives and an accompanying plan.  In four cases, 
discrepancies occur between the participants’ messages and the firms’ survey results 
regarding the strategic nature of their business plans. 
 
A review of literature specific to small and medium enterprises (SME) reinforces the 
need for sound strategy.  According to Sandberg, Robinson and Pearce (2001), 
strategy serves as SMEs logic for competing - determining market positioning, 
pursuing opportunities, and organising activities.  Further, strategy execution is 
distinguishing high performing from average firms (Schneier, Shaw & Beattie 1991; 
Pfeffer 1996).  The case study findings indicate awareness and knowledge of 
strategic components.  With respect to the existence of strategic plans and their 
integration with PM processes, perceptions vary between the participants interviewed 
for each case and the contact who completed the firm’s survey.  It is assumed that 
differences result from perceptions of individual participants, their participation in 
planning exercises, and effectiveness of strategy communication in each firm. 
 
With respect to the crafting and execution of strategic plans by SMEs, the research 
results are contradictory.  A sample of small US firms indicates that their planning 
practices are more sophisticated than originally contemplated (Ibrahim, Angelidis & 
Parsa 2004), whereas a UK study of small businesses concludes that strategic 
management practices are still limited (Woods & Joyce 2003).  The results of an 
Okanagan Valley regional study of SMEs confirm that fewer than 50 percent of the 
respondents declare the existence of a strategic plan.  In comparison, this research 
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involving eight high technology SMEs registers the existence of strategic plans in 50 
to 75 percent of the firms (i.e. conflicting messages). 
 
From a strategic perspective, PM facilitates business strategy execution (Mohrman & 
Mohrman 1995; Das & ed. Templer 2003) and strategies, in turn, perform an 
important role in gaining a competitive advantage for organisations (Kaplan & 
Norton 1996; Perkins 1997; Millett 1998).  As such, the organising activities, which 
are part of strategic logic proposed by Sandberg, Robinson and Pearce (2001), are 
critical to job assignments and performance evaluation.  From an organising 
perspective, fifty percent or more of the cases report the existence of companywide 
job descriptions and performance appraisals.  
 
It can be concluded that the eight case studies are fully familiar with the terms and 
components generally associated with strategic management processes.  Additionally, 
although the sample is small and ignores firms with fewer than 10 employees, the 
case evidence implies increased usage of strategic plans by high technology SMEs.  
However, the results are unclear regarding the depth, formality, and communication 
of the plans.  Organising activities are evident in 50 percent or more of the cases, but 
their integration with business strategies is less obvious. 
 
5.6.2 Role of strategic planning in performance management 
The interaction between strategic management and PM processes is bi-directional 
(table 4.16).  From a top-down perspective, the role of strategic planning in the PM 
processes of the eight case studies is universal for the communication of business 
objectives and plans.  In addition, the findings demonstrate that the cases’ PM 
processes are influenced by values, culture, position descriptions, and other 
communications.  For example, three of the four mid-size cases integrate their core 
values into their PM processes.  From a bottom-up perspective, seven cases provide 
employee or business feedback through their PM processes. 
 
The degree of formality between strategic planning and PM processes varies among 
the eight case studies (table 4.17).  As previously indicated, the firms have relatively 
well-developed strategic components or elements; nevertheless, their integration with 
PM processes is often dependent on the interpretation of line managers for strategy 
execution.  The potential contribution of PM to the strategic planning process also 
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varies among the cases.  Five firms have formal appraisal mechanisms that have the 
potential to transmit results for crafting strategy.  Regardless, the PM purposes in the 
largest cases are HR management directed – profit-sharing and leadership/employee 
development.  As a result, although strategic feedback is available, neither process is 
designed for crafting strategy.  Otherwise, no trends are apparent due to size of the 
firm. 
 
From a top-down perspective, the literature proposes that PM is a strategic, 
integrating system (Perkins 1997) and that it has the ability to influence current and 
future performance as well as the culture of an organisation (Millett 1998).  The top-
down role of strategic planning in the cross-case findings clearly agrees with this 
posture.  That is, in these high technology SMEs, the firms’ objectives and plans are 
communicated through the PM processes.  From the bottom-up, PM assists managers 
with their coaching, leading, and strategic roles (Heneman & Thomas 1997; Stewart 
et al. 2003) because it is collaborative and development-oriented and involves 
performance improvement (Egan 1995).  Similarly, the eight case studies implement 
PM components to communicate business and employee performance from the 
bottom-up. 
 
PM is identified in the literature as a critical process for business strategy execution 
(Mohrman & Mohrman 1995) for assigning accountability, measuring productivity, 
and directing accomplishment of strategic goals (Schneier, Shaw & Beattie 1991; 
Stewart et al. 2003).  Strategically, the findings indicate that the eight cases do not 
capitalise fully on these opportunities.  There is, however, ample evidence that most 
of the firms assign accountability and measure firm and employee accomplishments. 
 
A PM strategy, which is integrated with the development and execution of business 
strategy, has the ability to renew an organisation continually as changes take place 
(Boxall 1996, cited in ‘Meshing…’ 1998).  From a strategy development perspective, 
research by Ketchen, Snow and Street (2004) focuses on two characteristics – 
participation and comprehension.  Although participation in the planning process is 
evident, within the case studies, there is little information suggesting that formal PM 
feedback is taken into account when crafting strategic or business plans.  Yet, all of 
the large and mid-sized firms have either companywide or departmental appraisal 
programs that measure employee accomplishments to pre-determined goals. 
 199 
 
It might be assumed that, similar to the literature, the case study leaders view PM as 
an HR initiative and not an important component of strategic business planning 
(Brown 2002).  From this perspective, PM applications assist with the coaching, 
leading, and strategic roles demanded of managers (Heneman & Thomas 1997).  
Moreover, when PM is implemented as a line management strategy and integrated 
with the HR and reward management systems, it aids in the development of human 
resources and productive worker behaviour (Boxall 1996, cited in ‘Meshing…’ 
1998).  Clearly, the two largest cases (5 and 6) have implemented their PM processes 
as HR initiatives, but with line management accountability. 
 
In summary, the implementation of strategic planning components by the eight high 
technology cases confirms their level of importance to these firms, but does not 
authenticate the integration of strategic planning and PM processes.  Nonetheless, the 
majority of firms have top-down planning mechanisms and bottom-up informational 
sources, which are of value to their strategic management processes.  With the 
exception of the two largest cases, the findings indicate that the mid- and small-sized 
cases have PM processes at varying stages of formality but primarily directed 
towards current and future business performance.  The largest cases, on the other 
hand, are directed towards a combination of employee and firm performance.  None 
of the case studies conveys a message of in-depth crafting or executing of strategic 
business plans.  As a result, the potential contributions of PM to the strategic 
business management are weak in both directions. 
 
5.6.3 Feedback linkages in the performance management process 
All cases exhibit a well-developed network of meetings and other communication 
mechanisms devoted to supporting their competitive advantages (table 4.18).  Three 
quarters of the cases report regularly scheduled management, departmental or group, 
and all-staff meetings.  The exceptions are one of the largest firms has two BC 
locations and one of the smallest firms has the advantage of managing by walking 
around (MBWA). 
 
Other mechanisms for supporting competitive advantages are apparent both 
internally and externally.  That is, three-quarters of the cases transmit feedback to 
staff members via an Intranet or e-mail, whereas five-eights of them communicate 
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through marketing and sales materials or customer surveys.  Otherwise, the linkages 
differ in emphasis by the case’s competitive advantage.  Only case participants from 
mid- and the large-sized cases isolated communication vehicles uncommon to the 
other cases. 
 
By definition, PM contains linkages with business strategy development and 
execution and HR and reward management systems.  Further, as a strategic process, 
PM has the potential for building those differences necessary for a competitive 
advantage (Boxall 1996, cited in ‘Meshing…’ 1998).  Longitudinal research (See 
McDonald & Smith 1995; Parker & Brown 2000; Watson Wyatt n.d.; Nankervis, 
Compton & Baird 2005) confirms significant improvement in business results from 
programs that manage performance.  Most definitely, the sophisticated meeting 
networks support communication among the strategic PM components in the 
conceptual framework – strategy development, strategy execution, and competitive 
advantage.  Further, the majority of firms use a number of other internal and external 
mechanisms as opportunities to discuss business performance results and competitive 
successes and to adopt corrective actions. 
 
It can be concluded that the eight case studies are familiar with the need to transfer 
information from their business plans to managers and employees and to share key 
successes and improvement areas on a regular basis.  All of the mid-sized cases plus 
one of the large-sized firms survey customers, employees or both; these mechanisms 
provide opportunities for powerful feedback for the strategic PM components. 
 
5.6.4 Conclusions about RI 5: Key performance management processes 
supporting firms’ competitive advantages 
The eight Okanagan Valley high technology firms in this study are fully familiar 
with the terms and components of strategic management processes; further, they 
record a higher than average number of strategic plans relative to the total SME 
population in the Okanagan Valley (Banham 2005).  Organising activities, top-down 
planning mechanisms, and bottom-up informational sources are all highly evident, 
but the linkages of these various structures with the firms’ strategies is less obvious.  
None of the case studies conveys a message of in-depth crafting or executing of 
strategic business plans.  As a result, the potential contributions of PM to the 
strategic business management are weak for crafting and execution. 
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All of the firms are cognisant of the need to communicate continuously.  In fact, 
most of the firms use formal surveys to canvass the perceptions of customers, 
employees or both.  With heightened importance on the strategic management 
component, these feedback mechanisms are highly beneficial tools for SPM 
processes. 
 
5.7 Experiences with performance management 
All of the firms studied have had experience with elements or components of PM 
processes.  Furthermore, an extensive knowledge base was available from the 
participants who were interviewed.  The result is an opportunity to gather meaningful 
input regarding the development and implementation of PM processes.  The sixth 
and final issue to be explored for resolving the research problem, then, is what have 
high technology firms in the Okanagan Valley region learned from their experiences 
with performance management strategies?  Three sets of findings offer the 
groundwork necessary for the conclusions about lessons learned, difficulties 
encountered, and recommendations for change. 
 
5.7.1 Lessons learned 
Several lessons have been learned throughout the development and implementation 
of PM processes.  They begin during the crafting process – gathering input from 
stakeholders, identifying firms’ needs, and investigating PM choices – and continue 
through to execution – providing frequent feedback, increasing employee 
participation, and empowering managers (table 4.19).  Some case participants report 
strategic and process learning, such as the importance of hiring, training and 
development, and communicating performance feedback.  Others state that 
transitioning the implementation stage and developing a common understanding of 
critical issues.  Otherwise, the lessons are customised to the needs of the cases’ PM 
processes. 
 
The literature is not prescriptive for how to initiate PM processes, but it does isolate 
several employment messengers – recruiters, managers, co-workers, mentors, and top 
management (Rousseau 1995).  In addition, the benefits associated with integrating 
PM and HRM processes are clear with respect to selection, development, career 
planning, appraisal feedback, compensation, and termination decisions (See 
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McDonald & Smith 1995; Radcliff 2002; Das & ed. Templer 2003; Stewart et al. 
2003).  Further, when PM is implemented properly it keeps everyone focused 
(Pamenter 2000; Scherreik 2001) and reinforces the appropriateness of goals and 
measures (Radcliff 2002), all of which support a common understanding of critical 
issues. 
 
It can be concluded that high technology firms and participants are able to reflect on 
their PM processes, gain from this reflection, and initiate improvements to their firms 
as well as other firms’ processes.  Common lessons shared among the firms are 
gathering input from various stakeholders and providing frequent performance 
feedback throughout implementation. 
 
5.7.2 Difficulties encountered 
All case participants report a few difficult experiences during the development and 
implementation of their PM processes.  The similarities are twofold: a) determining 
which objectives or metrics to measure and track and b) motivating employees to 
accept and embrace the process (table 4.20).  Twenty-five percent of the cases isolate 
the time requirement and another 25 percent identify communication as the greatest 
crafting and executing difficulties confronted.  Otherwise, the difficulties vary 
among the firms and their participants.  Neither focus of the PM processes nor size of 
firms appear to account for the difficulties reported. 
 
One of the PM limitations identified by the literature is that often top management 
does not believe that PM is important to the development of business strategy 
(Brown 2002; Stewart et al. 2003) or is not used for the implementation of strategy 
(Schneier, Shaw & Beattie 1991; Das & ed. Templer 2003).  Determining which 
objectives or measures to track and evaluate begins with the crafting of strategic 
plans.  Further, PM acts as a lever for changes to employer-employee relationship 
(Moravec 1996) and facilitates on-going communication about the firm’s values 
around a performance culture (Schneier, Shaw & Beattie 1991; Das & ed. Templer 
2003). 
 
It can be concluded that there is a definite need for in-depth strategic planning (SP) 
and a much tighter integration between SP and PM.  To alleviate these difficulties, 
integration at both the crafting and execution stages promises the best results for 
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determining which objectives, motivating human resources, and enhancing 
communication.  The initial time required for developing and implementing a SPM 
process only requires an assessment of the business results that accrue following its 
introduction. 
 
5.7.3 Recommendations for change 
When the participants’ recommendations for change are compared with the PM 
working definition developed for this study, over 50 percent of the recommendations 
are associated with either business strategy development and execution or HR and 
reward management systems.  From a business strategy perspective, determining 
objectives or other measures to evaluate presents the greatest challenge to the 
managers.  From an HR perspective, the recommendations include companywide 
consistency, common guidelines, and tracking outcomes, such as skill-sets, 
educational needs, and career opportunities.  Reward system recommendations focus 
on reviewing of incentive pay and formalising profit sharing for fairness and 
consistency. 
 
Sandberg, Robinson and Pearce (2001) define strategies as three elements: goals, 
policies and actions.  Further, the authors propose that a firm’s strategy outlines the 
logic used for determining critical activities and, hence, job allocation and 
performance evaluation.  Clearly, the case studies indicate the use of cascading goals 
from top to bottom of the firm or key performance metrics; however, the strategic 
base of these objectives and other measures is less clear.  The logic for competing 
and organising, as determined by the firm’s strategic plan, establishes the basis for its 
competitive advantage (Sandberg, Robinson & Pearce 2001). 
 
The literature is replete with the application of PM results for HRM maintenance and 
documentation uses, such as those identified by Smith and Hornsby (1996), namely 
HR planning, training and development, recruitment and selection, legal compliance, 
and evaluation of other HR programs.  Although a number of the case studies suggest 
interaction between PM and HR on some of these issues, their participants still 
observe the need for more consistency, procedures and integration.  The cases with 
HR professionals exhibit the most formal relationships between HR practices and 
PM processes.  Rewards, also discussed in the literature, must be aligned with the 
firm’s management of people (See Pfeffer 1996; Perkins 1997; Cummings & Worley 
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2001).  Cases 1 and 5 utilise their employee appraisal results for determining their 
incentive and profit-sharing allocations.  Participants recommending an ongoing 
review of incentive plans and the formalisation of profit-sharing appear to understand 
the importance of affiliation of these programs with firm’s style of management and 
expectations. 
 
The conclusions that can be derived from participants’ recommendations are 
profound.  PM processes shift to a strategic emphasis and one that is integral to 
building a competitive advantage.  In addition, the need for PM and HR interaction 
becomes more evident.  It is clear that the main components in the working definition 
and conceptual model are strengthened when the participants’ recommendations for 
changes to PM processes are factored into the equation. 
 
5.7.4. Conclusions about RI 6: Experiences with performance management 
Conclusions indicate that high technology SMEs and participants are able to reflect 
upon and formulate improvements to their PM processes as well as those of other 
firms.  Early gathering of information from various stakeholders ensures that needs, 
which are often conflicting, are accommodated.  Frequent performance feedback 
throughout implementation encourages participation from employee stakeholders. 
 
The difficulties reported support the need for a much tighter linkage between PM 
processes and strategic planning at both the crafting and execution stages.  An in-
depth strategic management process not only assures the development of competitive 
objectives and plans but an evaluation component that continuously compares them 
to actual results.  Well-constructed strategic plans alleviate the problems associated 
with ‘which objectives’, ‘how to motivate’ and ‘when and what to communicate’.  
The participants’ recommendations for change indicate an appreciation for strategic 
guidance and HR support.  However, the case studies in this research suggest that 
these needs are more prevalent in the mid-sized and largest firms.  Conversely, the 
literature proposes that planning is more critical for small rather than large 
businesses (Fry & Stoner 1995). 
 
5.8 Conclusions about the research problem 
The discussions and conclusions for the six research issues offer a solid framework 
for formulating conclusions about the research problem, which explores the 
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following question - How do high technology firms in the Okanagan Valley region 
use performance management strategies to gain a competitive advantage?   
 
The literature review in chapter 2 identifies, not only the benefits of strategic 
business planning, but also applications for PM in the crafting and executing of these 
plans and for accruing a competitive advantage.  However, although some of the PM 
definitions and models clearly state a role in gaining and sustaining a competitive 
advantage, the literature is less assertive about how.  Further, research indicates that 
HRM makes a strong contribution to building a competitive advantage but attention 
to the resulting human capital pool is less apparent. 
 
The findings confirm that the eight high technology firms in the Okanagan Valley 
region have a good understanding of and knowledge about performance management 
and competitive advantage concepts.  The main drawback is in the lack of formal 
strategic planning and, subsequently, integrating SP with performance management 
and competitive advantage.  That is, these firms are not securing fully the benefits 
available from developing and implementing a competitive plan that responds to 
industry and environmental changes and distinguishes their firms’ capabilities.   
 
Why PM processes are initiated by the high technology firms informs the objectives 
and, subsequently, their emphasis on specific components and customisation.  That is, 
the large firms (50 plus employees) tailor their processes to leadership and employee 
development or profit-sharing reward systems; the mid-sized firms (20 to 49 
employees) direct their processes towards firm and employee performance, and, with 
the exception of their sales departments, the smallest firms (10 to 19 employees) 
employ informal PM processes. 
 
From a competitive advantage perspective, the firms initially identify differentiating 
advantages, in either broad or focused markets, associated with their products or 
services.  Nevertheless, these competitive advantages are universally attributed to the 
firms’ human resources.  What is described as the firms’ competitive advantages 
conforms to Porter’s (1985) theory.  How these competitive advantages are realised 
is attributed to the firms’ human capital pools.  Further, the findings in a number of 
cases, the most obvious of which is case 6, imply that sustainability is accomplished 
also through leadership or employee expertise. 
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HRM practices also perform a major role in the firms’ PM processes.  Attraction, 
retention, development and compensation are more common core functions that are 
often integrated with PM.  Not surprisingly, the interaction of HR programs with PM 
processes increases when firms employ HR professionals.  In addition, most of the 
high technology firms have well-developed communication networks, and the large 
and mid-sized firms have implemented several custom communication and 
recognition programs as well.  Nevertheless, the literature identifies several other 
factors for attracting and retaining high technology employees, which are best 
implemented by integrating HR and PM processes. 
 
In response to the research problem, then, the eight high technology firms in the 
Okanagan Valley region cascade business objectives or pre-determined firm metrics 
in their PM processes to measure firm and employee performance.  Although there is 
an expectation for achieving a competitive advantage, participants are less clear as to 
whether it is gained through the firms’ PM processes.  It can be concluded that the 
firms’ limited strategic focus to their PM processes accounts for the unknown 
connection with their competitive advantages.  The firm’s human capital, on the 
other hand, has a direct relationship to gaining competitive advantages and an 
implied sustainability.  Given the literature and the difficulties recorded by the 
participants, the PM processes are primarily used tactically as opposed to 
strategically for gaining a competitive advantage.  That is, none of the firms are 
benefiting fully from strategic performance management. 
 
5.9 Contribution to theory building 
The findings from the research issues and the conclusions for the research contribute 
to the building of theory by two types of theoretical enhancements: a) modifications 
to the strategic performance management conceptual framework developed in 
chapter 2 and b) improvements to Porter’s (1985) generic value chain for high 
technology SMEs. 
 
5.9.1 Strategic performance management model for high technology sector 
Although the conceptual framework developed in chapter 2 (figure 2.3) has provided 
an excellent structure, this research suggests that the components and their 
interrelationships are not entirely applicable to the high technology sector.  That is, 
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whether formal or informal, all eight firms declared the presence of strategic or 
business plans and the implementation of PM processes for cascading their goals or 
other metrics.  Next, these measures were used to track and monitor the firms’ 
performance and, presumably, their competitive advantages.  The implication is that 
the firms’ PM processes execute their strategic or business plans and, as such, are 
the bridge between developing strategy and realising their competitive advantages. 
 
In this research, the executives and line managers initially defined their firms’ 
competitive advantages in terms of products and services and within the three 
generic strategies conceptualised by Porter (1985).  Additionally, but frequently, the 
knowledge and motivation of the firms’ human resources were intimated as ‘the 
edge’.  The implication is that although the firm’s human capital pool has a role in 
building the competitive advantage, its primary value is in sustaining the firm’s 
competitive advantage. 
 
In making a contribution to theory building, the original conceptual framework 
developed for this research is revised and presented as a Strategic Performance 
Management (SPM) Model for the high technology sector (Refer to figure 5.1).  As 
originally envisioned, the model positions the PM process for strategy execution, but 
with its role in building human capital, it now becomes the strategic bridge between 
strategic business planning and gaining a competitive advantage.  Further, instead of 
becoming a competitive advantage, the firm’s pool of human capital represents its 
sustainable element.  That is, a firm’s human capital pool aligns directly with its 
strategic plans because it is cultivated and developed through the PM bridging 
process.  At the same time, the PM bridge reinforces the importance of leadership 
development, an omission identified in the conclusions for research issue 2. 
 
During the early stages of a firm’s growth, the integration of HR practices with PM 
processes is commonly the accountability of line managers but, with an HR 
professional present, HRM is another key integrating component, to both strategic 
planning and SPM processes, for building the human capital necessary for sustaining 
a competitive advantage.  As such, the revised model integrates HR planning with 
strategic business planning in both directions.  Equally important, other HRM 
policies and practices influence the quality of SPM execution and, vice versa, the PM 
process communicates strategic direction to HRM programs, such as recruitment and 
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selection or training and development.  This two-way communication is reinforced in 
the conclusions for research issue 4, which deduce that commitment to SPM is 
greater when line and HR managers work together on its crafting and execution.   
 
Figure 5.1  Revised strategic performance management model 
 
 
 
 
 
 
 
 
 
 
 
(Source: Developed from this research study) 
 
This research concludes that a measure of firm performance is its success in gaining 
and sustaining a competitive advantage.  As such, the outcome associated with a 
firm’s competitive advantage is an evaluation of firm performance, which 
subsequently provides feedback to the strategy development and execution processes.  
By nature, SPM assumes that feedback and interaction among the model components 
is continuous. 
 
5.9.2 Value chain for high technology small and medium enterprises 
Porter (1985, figure 2-2, p.37) introduces the generic value chain as a basic tool for 
examining the activities that a firm performs and for analysing the sources that create 
and sustain competitive advantage.  Five generic primary activities involve the 
physical creation, sale and after service of a product or service, whereas four support 
activities reinforce the primary and other support activities.  Human resource 
management is classified as one of the support activities, yet marketing and sales are 
primary activities because they are ‘… associated with providing a means by which 
buyers can purchase the product and that inducing them to do so …’ Porter (1985, 
p.40). 
STRATEGIC PERFORMANCE MANAGEMENT
High Technology Sector
HUMAN RESOURCE 
MANAGEMENT
STRATEGIC
PERFORMANCE MANAGEMENT
PROCESS
STRATEGY DEVELOPMENT STRATEGY EXECUTION FIRM PERFORMANCE
Evaluation & Feedback
STRATEGIC 
BUSINESS 
PLANNING
COMPETITIVE 
ADVANTAGE
(Product or Service)
HUMAN 
CAPITAL
POOL
Sustainability of 
competitive advantage
Valuable
Rare
Inimitable
Non-substitutable
 209 
 
The findings in this high technology study suggest that there is a distinction between 
HR activities and SPM activities.  On one hand, the results confirm a supporting role 
for HRM with all primary and other support activities, but, on the other hand, they 
suggest that a firm’s SPM and, hence its pool of human capital, operates in a primary 
role more similar to that of marketing and sales.  In most high technology firms 
studied, their human capital pools provide the means and the reasons that buyers 
purchase their products or services.  In this sense, PM, and its resulting human 
resource pool, is a revenue generator. 
 
5.10 Implications for management practice 
The primary intention of this study is to produce results that are relevant to and 
practical for high technology firms.  As such, the primary implications for managers 
are threefold: a) to develop and implement a formal strategic plan, b) to integrate PM 
and HR practices, and c) to build a human capital pool that sustains the firm’s 
competitive advantage. 
 
5.10.1 Formal strategic planning 
Frequently, smaller firms do not envision the value of strategic planning, but, in 
reality, strategies are seldom so simple that they do not require development into a 
rational plan (Sandberg, Robinson & Pearce 2001).  The findings from this research 
indicate that line managers want guidance regarding which objectives and metrics to 
select for measuring ‘successes’.  Equally important, the case results revealed a 
strong interest in BSC metrics, which suggests the need for a broad base of relevant 
strategic measures.  For these reasons, the proposed SPM model illustrates the 
Strategic Business Planning component as a formal document (Refer to figure 5.1). 
 
To ensure the realisation of a competitive advantage and, specifically, one that is 
sustainable, CEOs and owners of high technology firms require formal strategies that 
promote leadership and intellectual knowledge.  Organisational leadership is not only 
an important factor in the attraction and retention of qualified high technology 
employees (See Leonard 1998; Gotcher, Steen & Fletcher-McDonald 1999; Hannay 
& Northam 2000), but also paramount for high technology employers that embrace 
knowledge development and recognise technical knowledge as a strategic resource 
and competitive advantage (Ghingold & Johnson 1998).  In the proposed model, the 
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strategic in SPM is directly attributable to the development and execution of a formal 
strategic plan and its values around leadership and human capital. 
 
5.10.2 Integrating human resource and performance management 
PM is a line management process but HR practices frequently integrate with it.  The 
findings of this study suggest that companywide consistency and fairness is an 
objective of the line and HR managers.  Nevertheless, the literature recommends that 
customised opportunities attract and retain some employees.  Where human capital is 
a major factor in the success of the high technology firm, line and HR accountability 
is frequently the preferred combination for leadership and employee development.  
The implication for high technology firms, then, is the contribution of HR 
professionals to their strategic plans.  From an HRM perspective, policies and 
programs directed towards leadership and employee development are essential 
support for SPM in the development of a human capital pool, necessary for gaining 
and sustaining a competitive advantage. 
 
As discussed, line managers are accepting more HR functions, but this change cannot 
replace the need for professional expertise (Nankervis, Compton & Baird 2005).  As 
well, HR Managers are assuming a greater role in top-management planning and 
decision-making (Belcourt, Bohlander & Snell 2005).  As a result, there is a need in 
high technology firms for HR generalists who are members of the strategic 
management team (Stone 1998; Das & ed. Templer 2003).  From an HR Manager’s 
perspective, strategic HRM presents an opportunity for expanding the firm’s 
knowledge base and professional focus (Lundy 1994).  Under the influence of 
strategic HR thinking, line managers are more inclined to attach importance to HR 
and its potential for value-added results (Flood, Gannon & Paauwe 1996).  In the 
proposed model, the integration of human resource management with SPM assists 
with the development and execution of strategy and, as a result, contributes directly 
to leadership and human capital development. 
 
5.10.3 Benefits accrued from a qualified human capital pool 
When fully implemented, strategic PM processes offer practicing managers an 
opportunity to lead through the firm’s strategic vision and, at the same time, adapt to 
emerging changes.  That is, the findings demonstrate that SPM has the potential to 
strengthen line managers’ leadership capabilities and build a human capital pool that 
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supports and sustains competitive advantages.  Further, since SPM maintains pace 
with and leads change (Moravec 1996), line managers and their team members are in 
a position to evaluate and take corrective actions as necessary.  The findings concur 
that the flexibility of SPM is in its customisation capabilities (See Moravec 1996; 
Henry & Bradley 1997; Armstrong & Baron 1998; Fletcher 2001; Stewart et al. 
2003). 
 
A major challenge facing many high technology firms is attracting and retaining 
well-qualified personnel (Gionfriddo 1999).  Where human capital is an important 
ingredient to a firm’s competitive advantage, CEOs and, where employed, HR 
Managers need to develop dedicated and knowledgeable employees.  
Recommendations identified for building competitive differences include: a) a 
history of developing employees, b) an ability to renew the firm’s strategic processes, 
and c) the management of complexities associated with human relationships (Boxall 
1996, cited in ‘Meshing…’ 1998).  In the proposed model, human capital contributes 
to the realisation of a competitive advantage, but, more importantly, this investment 
sustains the advantage. 
 
5.11 Limitations of this study 
One of the limitations of qualitative research is its dependency on the researcher's 
skills and interpretations.  For example, some of the firms’ key practices may be 
omitted because of inadequate interview probing on the part of the researcher.  For 
this reason, a series of checks and balances were designed to minimise the problem – 
multiple sources of evidence, triangulation, and content approval of interviews and 
case studies. 
 
A second limitation is the design of the research, which is exploratory and applies a 
qualitative case-study methodology to draw conclusions about the research problem.  
In addition, the case sample size is limited to eight high technology firms in the 
Okanagan Valley, and, as such, the findings are not generalisable beyond the context 
of this study.  On the other hand, the case study approach facilitated the 
understanding and comparison of PM processes in eight high technology firms. 
 
Although the open-ended interview questions followed a structured protocol, the 
potential for personal bias exists because the questions were directed towards the 
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participants’ roles, leadership abilities, and firms’ practices.  For example, differing 
perceptions are obvious regarding the presence or absence of firm strategies; that is, 
the interview responses suggest limited evidence of business strategies, whereas the 
firms’ surveys, which were completed by one individual, indicate a greater presence 
of SP in the eight high technology firms. 
 
Finally, the case studies chosen for the research are delimited to high technology 
firms that have 20 or more employees and are located in the Okanagan Valley region 
of BC.  In total, there were twelve firms identified by the high technology experts 
consulted.  Based on pre-determined selection criteria, eight of these firms were 
purposely qualified for the study.  Of the remaining four firms, the executives of two 
expressed difficulties with the timing of this study during an initial field visit, and the 
final two were unavailable for the initial field visit.  Assuming the remaining four 
firms qualified for the study, the case sample, then, represents two-thirds of the total 
population as defined by the selection criteria. 
 
In summary, this exploratory research inherently contains a few limitations, but 
several procedures were implemented to reduce the number of potential errors and 
to increase the validity and reliability of the results. 
 
5.12 Implications for methodology 
Methodological implications for this study are threefold: a) case study 
methodology is a rigorous research method, b) each case study is a single 
experiment, and c) multiple case experiments offer analytic generalisation. 
 
5.12.1 Case study methodology is a rigorous alternative 
As this research demonstrates, a case study methodology within a realism paradigm 
is a rigorous alternative for intensively investigating contemporary phenomena (Yin 
1994; Perry, Riege & Brown 1998).  The in-depth detail collected from the multiple 
participants and other sources of evidence resulted in a comprehensive case study of 
each firm’s PM processes.  The accuracy and construct validity of each case study 
was enhanced by data and theory triangulation, chains of evidence, and case study 
review by one or more representatives. 
 
 
 213 
5.12.2 Each case study is a single experiment 
It is recommended by Yin (1994) that each case study be treated rigorously as a 
single experiment.  As such, a well thought-out methodology added the necessary 
rigor for each experiment (Sekaran 1992) that included within-case analysis as well 
as cross-case analyses.  In this research, a qualitative approach resulted in learning 
from each firm, and, as such, each firm’s PM processes were meticulously recorded, 
analysed, and understood prior to cross-case analyses.  This study searched for 
processes associated with high technology SME’s use of performance management 
strategies to gain a potential competitive advantage.  Secondly, the approach was 
deemed to be the preferred for examining the contemporary performance 
management events over which there was little control and for uncovering those 
managerial behaviours that could be manipulated.  Finally case studies were 
deliberately selected to explore and analyse the processes and challenges associated 
with performance management strategies and their potential for gaining a 
competitive advantage.  The result is eight single-case high technology studies, 
which are rich in PM data not otherwise available from prior research. 
 
5.12.3 Multiple case experiments offer analytic generalisation 
Single-case studies do not offer statistical generalisation to other case studies (Yin 
1994), but they do provide opportunities for analytic generalisation of results to 
broader theory (Miles & Huberman 1994; Yin 1994).  The implications for theory for 
this research, for example, have resulted in the formation of a revised Strategic 
Performance Management Model and a potentially new perspective on the Value 
Chain for the high technology sector.  It is the multiple case experiments that 
uncovered the importance of customisation to building a human capital pool that will 
sustain a competitive advantage for high technology firms. 
 
The case study methodology is particularly useful for complex real-life situations 
requiring an in-depth understanding, yet rigorous result.  Each experiment not only 
produces findings, but multiple-case comparisons generate opportunities for 
identifying similarities and dissimilarities among observations.  The single and 
multiple experiments provide powerful opportunities for analytic generalisation and, 
hence, theory building. 
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5.13 Implications for further research 
Throughout this study, from literature review to conclusions, many opportunities 
for future research have surfaced.  These prospects are summarised under the 
following headings: a) formality of planning-performance relationship, b) future 
performance changes in sample high technology firms, c) study replication in 
similar-sized communities, d) cross-community comparisons of high technology 
firms, e) application to a broader population, and f) quantitative survey of high 
technology sector. 
 
5.13.1 Formality of planning-performance relationship 
Among the eight high technology firms, the existence and formality of strategic 
planning and its integration with PM processes varies.  In some cases, informal 
planning, such as for financing, provides the planning base for the firm’s PM goal-
setting, whereas others are formally documented.  This strategic planning and PM 
relationship requires further exploration and, specifically, with respect to firm 
performance outcomes – gaining a competitive advantage and sustaining it with a 
knowledgeable human capital pool. 
 
5.13.2 Future performance changes in sample high technology firms 
Presumably, as the findings indicate, the eight high technology firms in the 
Okanagan Valley region will continue to implement strategic PM processes as they 
grow in numbers of employees.  A longitudinal study of the same firms would 
isolate further the importance of the linkage between strategic planning and PM for 
influencing human capital and for gaining and sustaining a competitive advantage. 
 
5.13.3 Study replication in similar-sized regions 
Since this research was regional, in that it was delimited to the Okanagan Valley 
region, replication, within the high technology sector, in similar-sized communities 
is needed to substantiate further the results of this study.  Within Canada, there are 
numerous communities with clusters of growing high technology SMEs that are 
potentially key contributors to local, provincial, and national economies. 
 
5.13.4 Regional comparisons within high technology sector 
Given the contribution of these growing high technology firms to the Canadian 
economy, another study area that arises from this research is regional comparisons.  
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Future research could explore how the theoretical and managerial implications for 
high technology firms in this region of BC compare with those in other regions of 
BC or other parts of Canada.  Comparative data offers a more reliable pattern for 
high technology entrepreneurs and managers to follow. 
 
5.13.5 Application to a broader population 
A question that arises from this research is its application to SMEs other than the 
high technology sector.  This study in its specific focus has assumed that some of 
the theoretical and managerial implications are specific to high technology firms 
and their reliance on human capital.  Are there other sectors in the SME population 
that could potentially benefit from the Strategic Performance Management Model 
developed for the high technology sector? 
 
5.13.6 Quantitative survey of high technology sector 
The methodology used in this research was qualitative and, specifically, a case 
study approach.  As planned, it has contributed rich detail and analytic 
generalisation for theory-building purposes.  A quantitative survey of high 
technology firms’ applications of PM strategies would add statistical rather than 
analytic generalisation.  Statistical generalisation would contribute a new testing 
dimension and further credibility for high technology entrepreneurs and managers.   
 
This research has explored how high technology firms use PM processes to gain a 
competitive advantage.  The findings have identified the significance of integrating 
components and the value added by the human capital pool for sustaining a 
competitive advantage.  The implications for theory, practice, and methodology 
offer a foundation for further research. 
 
5.14 Conclusion 
This exploratory research has presented a number of contributions for the future 
success of growing high technology firms in the Okanagan Valley region from both 
practical and theoretical points of view.  Given the importance of human capital to 
these firms, the primary findings and, subsequent conclusions, are the importance of 
crafting an in-depth strategy for PM processes to execute; further, the role of 
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strategic PM processes for building and gaining firms’ competitive advantages 
promises to add new value for growing high technology firms. 
 
Although informal and specific-purpose business plans have supported the firms’ 
PM processes, the participants’ difficulties and recommendations clearly identify 
the need for a strategic management process, which identifies corporate objectives 
and other meaningful metrics.  The flexibility of PM processes encourages firms to 
add universal and custom components as their growth dictates.  For example, as 
evidenced by the large and some mid-sized firms, PM processes facilitate 
leadership and employee development or integration with rewards systems. 
 
From a theory-building perspective, the research model developed from the findings 
proposes how high technology firms can build a human capital pool that assists with 
gaining their competitive advantages and has the capability to sustain them.  For the 
greatest success, however, the model assumes that a viable strategic plan is 
attainable and that all of the recommended components, including their interactions, 
are operational. 
 
Given the implementation of the opportunities for expanding PM processes, the 
research suggests strong future prospects for these growing high technology firms 
in gaining and sustaining their competitive advantages.  As well, the findings offer 
other high technology managers and future researchers a useful framework for 
growth and research respectively. 
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(Source: Approved for this study by the ethics committees at University of Southern Queensland and 
Okanagan University College) 
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APPENDIX B 
Interview Protocol 
 
Introduction 
 
1. What is your experience with performance management processes?  
 
Performance Management 
 
2. How would you describe the objectives of your firm’s performance management process?   
2.1 Probe for components and strategic focus. 
2.2 Probe for significant issues and areas needing improvement. 
 
Human Resource Management 
 
3. How would you describe the relationship between your firm’s human resource programs and 
its performance management process?  
3.1 Probe for integration, and direct and indirect HR support. 
  
4. From 1 to 7, how would you summarise your firm’s performance management process?   
___1________2________3________4________5________6________7___ 
Ineffective                                                                                           Effective 
 
Competitive Advantage 
 
5. How would you describe your firm’s competitive advantage?   
5.1 Probe for customer perspective (value activities). 
5.2 Probe for internal perspective (support activities). 
 
6. Role of human capital (intellectual capital, employees’ KSAs). 
 
7. From a low of 1 to a high of 7, how would you summarise the distinctiveness of your firm’s 
competitive advantage? 
___1________2________3________4________5________6________7___ 
Weak                                                                                                      Strong 
 
Linkages  
 
8. What key processes does your firm’s performance management use to support its competitive 
advantage?  
8.1 Probe for strategic plans, communications and types of feedback. 
 
9. How has business growth affected your firm’s ability to develop its workforce? 
9.1 Probe for mix of core versus noncore employees; attraction, retention and 
development. 
 
Learning Curve 
 
10. What lessons has your firm learned from its performance management experiences?  
10.1 Probe for why initiated. 
10.2 Probe for lessons learned. 
10.3 Probe for difficulties encountered. 
10.4 Probe for recommendations to process. 
 
Conclusion 
 
11. From a low of 1 to a high of 7, how successful has your firm been in gaining a competitive 
advantage from performance management strategies? 
___1________2________3________4________5________6________7___  
Unsuccessful                                                                           Very Successful 
 
 (Source:  Developed for this study based on the performance management working definition and 
conceptual framework developed in chapter 2) 
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APPENDIX C – Continued 
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APPENDIX C – Continued 
 
 
 
 
(Source: Developed for this study) 
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APPENDIX D 
Firm Case Study Format 
 
Introduction 
1. Firm Background  
1.1. Firm selection 
1.2. Products and services offered 
 
2. Sources of Evidence 
2.1. Participant selection 
2.2. Participant experience 
2.3. Other evidence available 
 
3. Performance Management Process 
3.1. Why initiated 
3.2. Objectives  
3.3. Components 
3.4. Planned enhancements 
 
4. Strategic Business Planning 
4.1. Plan components 
4.2. Role in performance management process 
 
5. Human Resource Management 
5.1. Supporting practices  
5.2. Effects of growth on workforce development 
5.3. Integration with performance management process  
 
6. Competitive Advantage 
6.1. Types and scope 
6.2. Role of human capital 
6.3. Contribution by performance management 
 
7. Feedback Mechanisms  
7.1. Network of meetings 
7.2. Other communication channels 
 
8. Performance Management Experience Curve 
8.1. Lessons learned 
8.2. Difficulties encountered 
8.3. Recommendations 
 
Sources of Evidence 
Interviewees’ responses 
Other sources 
 
 
 
(Source: Developed for this study based on the interview protocol (appendix B), survey of firm’s 
background (appendix C), and other documents provided by the firms) 
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APPENDIX E 
 
Pilot Case and Case Study 1 
QHR Technologies Inc. 
 
The pilot study selected for the research study was QHR Technologies Inc. (QHR).  Not only has its 
management team had extensive experience with performance management (PM) practices, but also 
most of the team members have had exposure to the performance planning needs of QHR’s clients.   
 
The following case study details QHR’s new PM process, the drivers behind its initiation, and the 
plans for the new process.  The case begins with the firm’s background and the sources of evidence 
used to gather information.  The sections following outline the PM process and its integration with 
strategic planning, human resource management, and identified competitive advantages.  Finally, the 
case identifies the lessons learned from the firm’s experience and the potential next steps for QHR 
management. 
 
1. Firm Background 
 
QHR, headquartered in Kelowna, British Columbia (BC), is a publicly-traded company that delivers 
its software products and services through three wholly owned subsidiaries: QHR Software Inc. (QHR 
Software) in operation since 1997; QHR Atlantic Software Inc. (QHR Atlantic) in operation since 
2003, and Optimed Software Corporation (Optimed), formed in 2004.   
 
The firm’s background section includes two segments.  The first section outlines and justifies the 
process followed for selecting QHR for the pilot study and, subsequently, including it as one of the 
eight firms studied.  The second section briefly describes its products and services, and its current and 
future markets.     
 
1.1 Firm selection 
 
QHR was purposefully selected as the pilot study for this research project for a number of reasons.  It 
was initially qualified for its geographic location, the Regional District of Central Okanagan (RDCO), 
and for its size, between 20 to 49 employees.  As of 2003 year end, QHR exceeded its corporate 
objectives of 30 percent annual growth in revenue, profit and corporate value.  Further, it delivered its 
best financial results since inception, which made it eligible as a growing high technology firm.  QHR 
was an ideal candidate since it designs and markets a PM component in its HR Management software 
package.  Finally, QHR was selected for the knowledge, willingness and motivation of its 
management team.  
 
1.2 Products and services offered 
 
Quadrant HR™ consists of three integrated human resource management (HRM) software modules: 
payroll administration, staff scheduling, and human resources (HR).  The software is unique in that it 
integrates employee information into a single database.  It is specifically designed for complex 
medium to large-sized organizations that have multiple types of positions, unionized or contract 
employees, and shift work or 24/7 operations.  These proprietary products are protected by trademarks 
in Canada and the United States.   
 
QHR Software invests in research and development and continues to upgrade the product offerings, 
whereas both QHR Software and QHR Atlantic market and service the software products.  Currently, 
the primary market is healthcare, but other target markets include public safety, hotel and 
entertainment, civil service, and large manufacturing organizations.    
 
The newest subsidiary, Optimed, owns the exclusive worldwide marketing and licensing rights to 
Accuro™ medical software modules, which are designed to enhance the working environment for 
specialist physicians and surgeons.  The product is designed to increase productivity and to reduce 
costs.  Its components manage patient and appointment scheduling, electronic medical records and 
billing, and a number of administrative functions. 
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2. Sources of Evidence 
 
Once the firm was selected, interview participants were identified, and the experience of each with 
PM processes was confirmed.  The first segment details the process used to select the interview 
participants; the second describes the level of overall participant experience with PM, and the third 
outlines the other sources of evidence used to validate the facts in the case.   
 
2.1 Participant selection 
 
The interview participants were determined with the President and CEO (CEO) during the initial field 
visit.  As planned, each participant received an e-mail letter from the CEO introducing the research 
project and the researcher.  In addition to the CEO, the HR and three line managers were invited to 
contribute to the study.  All five participants are members of the Operations Team that has been 
developing the new PM process for QHR. 
 
2.2 Participant experience  
 
Recently, the HR and line manager interviewees have been involved in the development and 
implementation of a new PM process for QHR.  Some of these managers have also had exposure to 
customers’ needs and desires for PM processes.  From individual perspectives, all four managers 
reporting to the CEO have had several years of experience with PM programs in other firms.  
Collectively, these participants have experience with SMART5 objectives and behavioural 
competencies and with development-oriented and incentive-based programs. 
 
2.3 Other evidence available 
 
In addition to the five participants, ten internal documents and a brief survey were used to gather 
information.  The supporting materials, which are listed at the end of the case study, provided 
additional evidence for clarifying and confirming the data that interviewees provided during the 
month of May. 
 
3. Performance Management Process 
 
Historically, QHR has had experience with formal and informal PM programs.  In the late nineties, its 
program was fairly formal although not standardised; following the 2000 dot-com downturn, its 
program became ad hoc, which resulted in few formal reviews.  More recently, QHR has been 
developing and introducing a new PM process, which it announced May 25, 2004.   
 
The following section details the firm’s new PM process.  It begins with the reasons it was initiated 
and by who initiated the process.  It continues with a description of its objectives, its components and 
its enhancement plans.  
 
3.1 Why initiated 
 
There have been a number of significant issues that inspired a change to the firm’s PM process.  
Previously, performance assessments were unstructured and not truly defined.  Employees were not 
measured consistently throughout the firm.  There was no record of the informally discussed quarterly 
results, and the formal annual reviews varied in approach.  The lack of process was difficult for 
managers, and, as a result, employee appraisals were often delayed.  There was no strategic focus to 
the methods employed.  Yet, according to the firm’s auditors, corporate success will be largely 
dependent on the performance of key employees. 
 
The process change was initiated by managers and employees, and the new process itself was 
developed by a committee of six managers, four of whom supervise employees.  The CEO has been 
supportive of the concept, has exhibited interest and encouragement, and plans to incorporate the new 
process into the QHR culture.  In his words, ‘The cultural component is important for employee 
acquisition, for new recruits, and for encouraging people to perform to the best of their abilities.’   
                                                 
5     The SMART acronym stands for Specific, Measurable, Achievable, Realistic and Time-bound. 
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3.2 Objectives 
 
As a group, the committee members developed five objectives for the firm’s newly launched program: 
 
 To motivate appropriate behaviour that aligns employees’ activities with corporate goals and 
plans. 
 To stimulate employee accountability for actions and responsibilities that contributes to company 
performance. 
 To identify training needs and educational gaps necessary for planning developmental 
opportunities.  
 To correlate specific employee performance with an earned monetary reward.  
 To develop a user-friendly tool that demonstrates its value to managers and employees.   
 
As well, the CEO stated that it was his personal objective to be rated ‘the best employer in the 
Okanagan Valley by QHR employees’.  
 
From a product perspective, PM is a component of the Quadrant HR™, HR Management software 
module.  Once implemented and tested, QHR’s new PM focus will be used to refine and enhance the 
functionality of the existing QHR software.   
 
3.3 Components 
 
There are a number of components to QHR’s new PM process.  Its main components include the 
following: strategic focus, objectives, competencies with behavioural indicators, team-orientation, 
formal appraisals, development plans, and quarterly incentive bonuses.  
 
Strategic focus – The process begins with the firm’s strategic plan, first developed in 2004.  This plan 
translates into a working business plan, which is then used to develop departmental goals and 
objectives that guide individual and team objectives.    
 
Objectives – The objectives, which are established by the employee and manager together, represent 
75 percent of an employee’s performance assessment.  They are determined by the contribution of job 
roles6 to departmental objectives and are weighted accordingly.  Once defined, the objectives are 
monitored continuously and reviewed officially on a quarterly basis.  A four-point rating scale7 has 
been defined for assessment purposes. 
 
Competencies with behavioural indicators – A list of competencies has been developed by the 
committee members to support the objectives.  These competencies represent 25 percent of an 
employee’s quarterly performance assessment.  The list represents a master list, from which each 
department team selects those best suited to its functions.  Some competencies will be common 
throughout the firm, and others will be specific to department teams.  For each competency, a number 
of behavioural indicators have been defined.  A four-point rating scale3 has been defined for 
assessment purposes.    
 
Team-orientation – The new process measures each employee’s contribution to overall team 
objectives, as well as his or her team contribution to the competencies and behaviours identified.  
      
Formal appraisals – Both quarterly and annual performance assessments are part of the planned 
process.  The focus is on the personal and professional development of the employee and the ensuing 
plan.  These quarterly reviews will be scheduled from date of hire or date of job appointment.  Both 
individual and team objectives, competencies and behaviours are to be discussed quarterly.  
                                                 
6    Job roles are outlined in the employees’ Offers of Employment, but formal job descriptions are not 
currently in use. 
7    Four-point rating scale:  4 = Role Model (significantly exceeds the standard level of expectations, 
and experiences growth into new areas or levels of responsibility); 3 = Meets Expectations (meets 
expected standards and on track to exceed expectations); 2 = Needs Improvement/More Focus 
(requires more effort and focus to meet expected standards); 1 = Unsatisfactory (requires 
improvement within the specified time frame or disciplinary action will be taken).  Otherwise the 
rating is ‘Not observed’ or ‘Not applicable’, and is not included in the calculation.  
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Development plans – One of the expectations for the new program is that it will focus on management 
and employee development.  The process is intended to highlight gaps, which will then be 
opportunities for employee training and development.  The suggested development commitments 
include coaching and mentoring, plus more formalized training programs, either company-sponsored 
or self training. 
 
Quarterly incentive bonuses – In future, the new process will include quarterly incentive bonuses 
based on individual and team-oriented performance.  To calculate the amount received, each 
employee’s total assessment (75% objectives + 25% competencies) will be converted to between 70 
and 90 percent of the incentive bonus, and the remaining 10 to 30 percent will be based on a team 
score.  Other than the quarterly bonuses, the new program is designed to separate annual 
compensation increases from performance assessments. 
 
3.4 Planned enhancements 
 
There are other improvements being explored by the PM committee members, such as shared 
incentives, methods for tracking educational needs, and the benefits of peer reviews.  Although they 
are part of the new PM process, the quarterly incentive bonuses have not yet been implemented, 
because it has not been determined whether these incentive bonuses will be allocated individually or 
partially shared.  As of December 2004, individual incentives have been implemented and appear to 
be working well.  Additionally, according to one committee member, more work is required for 
identifying required skill sets, for promoting training and education, and for coordinating counselling 
and mentoring.  Finally, the committee will be investigating the inclusion of peer reviews.   
 
From a process perspective, the committee is reviewing methods that are straightforward for the 
managers or employees and that encourage implementation.  According to the CEO, it will be 
important to validate the process and to ensure that it is replicable.  Some tentative measures are 
employee satisfaction surveys, employee retention levels, reasons for attraction to QHR, and degree of 
assimilation with QHR’s culture.   
 
4. Strategic Business Planning 
 
QHR has recently crafted a strategic planning document, which directs its new PM process.  The 
following segments briefly detail the plan’s components and its role in the new PM process. 
 
4.1 Plan components 
 
In 2004, QHR’s Operations Team crafted a strategic plan for the period from 2004 to 2007.  This plan 
has a number of documented components: vision, mission statement, corporate values, major goals, 
and key strategies.   
 
Vision – QHR has a vision that communicates market and revenue objectives, new market segments, 
and methods for gaining a competitive edge.  
 
Mission statement – QHR’s mission is to be ‘a leading provider of human resource management 
solutions, embracing a culture of responsiveness and exceptional customer service’. 
 
Corporate values – QHR’s corporate values convey specific expectations and behaviours, such as 
high standards and integrity in all relationships, innovation and diligence among staff members, and a 
balance of stakeholder needs when making corporate decisions.  
 
Major goals – QHR’s strategic plan contains both short (2004-2005) and long-term targets (2006-
2007), and these goals are both financial and strategic.   
 
Key strategies – QHR’s strategies reflect those that are critical and those that are important for 
meeting its goals.  Over the past year or so, the firm has been transitioning its focus from a primarily 
research, engineering and development firm to a more marketing-oriented firm.  According to its 
auditor, this shift in emphasis has been supported by an increased investment of resources in product 
and services marketing.   
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4.2 Role in performance management process 
 
The firm’s strategic plan provides the basis for individual and team objectives.  Further, its corporate 
values are reflected in the PM competencies and behavioural indicators.   
 
Conversely, the new PM process is aligned with the firm’s corporate goals and strategic plans.  The 
cascading corporate, departmental, team and individual goals and objectives facilitate implementation 
of the firm’s strategic plan.    
 
5. Human Resource Management 
 
QHR has a dedicated part-time HR Manager, which, according to other interviewees, has the effect of 
greater attention to HR plans, procedures, and communications.  Companywide, QHR uses its 
Quadrant HR™ software for payroll and some of its HR functions. 
 
The following section begins by highlighting the HR practices that support the new PM process.  It 
continues with the effects of the firm’s growth on the development of its workforce and concludes 
with the integration between the HR function and PM process. 
   
5.1 Supporting practices 
 
The following HR plans and programs have been identified as enhancing directly or indirectly the new 
PM process.   
 
Recruitment and selection – QHR has been fairly successful in hiring high quality employees.  
Although the local pool of qualified candidates is limiting at times, QHR has been successful in 
recruiting candidates from across Canada.  QHR’s location in Kelowna is viewed as a desirable 
destination for many young urban professionals. 
 
Orientation – QHR has a new employee orientation program that communicates the firm’s 
expectations and plans.  It includes a binder that details the mechanics of using the firm’s products and 
explaining their value propositions. 
 
Training and development – QHR does not have standardized, professional staff-development plans 
in place, but line managers have budgetary discretion to use funds for training and education for 
individual employees as appropriate.   
 
Annual compensation – With the new PM process, annual increases will primarily reflect cost of 
living and increased responsibilities.  Current compensation incentives, however, will remain.  For 
example, some departments have monetary incentives in place for ‘up selling’ or expanding services 
beyond the initial contracts; others have commission-based sales incentives.   
 
Advocate – According to one line manager, one of the responsibilities of the HR Manager is to act as 
an advocate for employees. 
 
5.2 Effects of growth on workforce development 
 
During the past five years, QHR has experienced both shrinkage and expansion of its workforce.  
More recently, the firm has been growing cautiously; the amount of growth has been in line with 
financials.     
 
Decreasing rates of growth – In 2001, when it separated from its private sister company, QHR lost 
about 40 percent of its workforce.  The loss of its workforce presented a challenge because it resulted 
in a loss of skill sets and fewer available resources.  According to one line manager, the purging of 
under-performers was also a mixed blessing.  Otherwise, turnover has not been extensive; only at 
times has QHR experienced some of the uncontrollable type.    
 
Increasing rates of growth – Recently, the firm has been very cautious about growth, and at this 
juncture, it has not faced difficulties in attracting high quality employees.  One line manager considers 
QHR to be ‘an employer of choice in the Okanagan.’  The main challenge identified was the 
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recruitment of specialty skill sets, in particular when the job demands travelling extensively and 
working from remote locations.  According to one line manager, another challenge of note was during 
the Dot-Com Era.   
 
5.3 Integration with performance management process 
 
To date, the HR Manager has been facilitating the new process, defining appropriate mechanisms, 
identifying any issues with these mechanisms, and ensuring that a common plan is used for everyone.   
In time, the process will be coordinated through the HR Manager, who will notify the managers 
through Quadrant HR™ software when it is time to review their employees.   
 
One line manager believes that the ‘HR department will be the coordinator keeping the pulse of the 
organization.’  A second line manager foresees that ‘once there are standards for rating they will 
trigger other processes, such as shared incentives and tracking of educational needs.’   Nevertheless, 
most line managers consider development plans to be part of the PM process and not part of the HR 
function.   
 
At QHR, integration of HR practices with the firm’s PM process will just happen naturally because 
the line managers and the HR Manager are all members of the Operations Team.   As the CEO stated, 
‘They are all at the same table.’ 
 
6. Competitive Advantage 
 
Depending on the competitor, QHR enjoys various competitive advantages in the marketplace.  The 
following section begins with the types and scope of the competitive advantages identified, and it 
continues with the role of human capital in gaining these advantages.  The section concludes with the 
contribution played by the firm’s new PM process.      
 
6.1 Types and scope 
 
QHR is one of the pioneers in offering source information for three applications (staff scheduling, 
human resources and payroll) from a single database.  Its competitive advantage is in the total 
integration of real-time data that is specific to employees.  From this perspective, Quadrant HR™ 
software differs from its competition in the niche markets it serves. 
 
Secondly, in comparison to custom competitors, this software is configured as opposed to customized, 
which supports a definable and a reduced implementation cost.   The value to customers, however, is 
in the no loss of data when upgrading from one release to the next.  As stated in the firm’s Notice of 
Annual General Meeting, QHR software outperforms the competition and does so at a lower cost.   
 
The third competitive advantage is customer service, which is considered to be the best available in 
the market.  Since payroll demands perfection, QHR has developed a customer-orientated culture, 
where employees are very conscious of the high priority for service.   
 
6.2 Role of human capital 
 
According to the CEO, not having to re-hire and re-train people or lose the investment made in 
employees is the biggest competitive advantage.  In his view, healthy, happy employees doing their 
jobs will likely increase the firm’s profitability and growth.   
 
Turnover is relatively low, but growth does bring competition with local industry for employee 
recruitment.  The competitive advantage from management’s perspective is that the firm is ‘a good 
place to work’ and has ‘a pleasant working environment’.   According to one line manager, at QHR, 
quality is viewed as more important than arbitrary deadlines or unreasonable demands.  According to 
the firm’s auditor, maintaining market success and competitive advantages will depend on the firm’s 
capability to retain competent R&D staff. 
 
To add to QHR’s competitive advantage, employees require a number of intangible as well as tangible 
skills.  For example, problem-solving skills in a technical environment require innovation.  
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Additionally, employees need an understanding of the marketplace, plus product knowledge and the 
value proposition for customers.   
 
6.3 Contribution by performance management 
 
The new PM process has been planned with employee retention in mind.  As such, the process 
emphasises product quality improvements by making sure that employees are productive, have the 
required education and are working to common goals.  Additionally, technical skill sets are tied to 
understanding client solutions, providing quality products and maintaining customer service.   
 
In developing a customer-orientated culture, QHR management has invested in its employees.  It is 
recognised that long term investment in knowledge about the system, the company and the product 
results in employee retention and a more profitable and growing company.   
 
7. Feedback Mechanisms 
 
A number of mechanisms within QHR provide support to the new PM process and integrate it with 
strategic planning, human resource management and the firm’s competitive advantages.  The 
following section discusses these mechanisms under two headings: network of meetings and other 
communication channels.   
 
7.1 Network of meetings  
 
Over time, QHR has developed the following network of corporate and departmental meetings, which 
are important feedback vehicles. 
 
Operations team meetings – The Operations Team (10 managers) meets once a month to discuss 
specific tactical issues; the outcomes of these meetings are discussed with employees at the 
departmental and staff meetings.    
 
Department meetings – Department managers have regular meetings with their employees.  One 
department’s weekly meeting is called the MMM (Monday morning meeting).  Managers review the 
weekly objectives for the team and update their employees on anything that has come out of the 
Operations meetings.  These meetings help “to keep everyone in tune with the pulse of the 
organization.”  
 
Staff meetings – Monthly staff meetings are for the purposes of education, information sharing (one-
way) and communication (two-way).  The meetings are recorded for staff to listen to if they are unable 
to attend, either in person or by phone.  
 
7.2 Other communication channels 
 
The following vehicles at QHR have been identified as helpful linkages between the new PM process, 
strategic planning, human resources and the firm’s competitive advantage. 
 
Marketing and sales promotions – The marketing department develops materials, seminars and 
online demonstrations, and attends tradeshows to communicate the value of the product offering to 
existing and future customers.   
 
Qnet8 – QHR uses an intranet to communicate internal information.  HR posts policies, benefits, 
forms, and training schedules, and, in time, will share employee survey results.  Each department has 
a page for dispatching its outcomes, such as new releases or customer feedback. 
 
Staff survey9 – An anonymous survey was e-mailed to all employees December 3rd regarding job 
satisfaction – communications, male and engagement.  This initial survey is intended to provide a 
benchmark for comparison to future annual employee feedback surveys. 
                                                 
8    Qnet is an update that was added December 2004. 
9    The staff survey is an update that was added December 2004. 
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Corporate culture – QHR promotes a customer-oriented, and a sales and marketing culture. In time, 
the CEO plans to incorporate the new PM process into the culture as well.   
 
MBWA10 – The line managers frequently manage while walking around and subscribe to an open-
door policy; as well, they have regular conversations with employees.  
 
E-mail and telephone – Where the employees are remote, managers frequently communicate with 
employees by e-mail or telephone.  
 
Other vehicles – Other frequent forms of communication include online software change requests, e-
mail updates, and bulletin boards.  Three-to-four-day sales meetings as well as product training 
sessions are planned periodically. 
 
8. Performance Management Experience Curve  
 
QHR has gained a wealth of knowledge from its customers, as well as from its own experience with 
performance appraisal processes.  As such, the following section details the lessons learned, 
difficulties encountered and recommendations for the new process. 
 
8.1 Lessons learned 
 
The firm needed a more formal, consistent and generic plan for its employees.  This need prompted an 
investigation into processes that would make employees more accountable for output and self-
monitoring.  Further, there was a desire to keep employees focused on corporate objectives and on 
appropriate behaviour, and to motivate them through quarterly incentives.  The CEO empowered the 
managers to develop the new process.   
 
QHR management and employees also observed the need for better PM processes in the market place. 
 
8.2 Difficulties encountered 
 
There were no major difficulties reported.  Some consensus building was needed for a few of the 
components, such as determining which competencies and selecting the most appropriate rating scale.   
The process has been and still is a team effort and, as such, requires the time of six managers.   
 
Managers are also reviewing the team component because each department has different team 
structures (e.g. implementation employees work very independently from remote locations, whereas 
development staff works very closely as a group). 
 
Determining appropriate objectives to measure is currently a challenge for the management committee.  
According to the management team, some positions in QHR are more easily suited to objective-setting 
than others.  As stated by one line manager, ‘We are heading in the right direction, but the results and 
effectiveness and the amount of work required remains to be seen.’  
 
8.3 Recommendations 
 
The interviewees suggested a number of recommendations for the new PM process, such as review of 
incentive component, tracking of outcomes, validation of process, and consistency of applications.     
 
Incentive component – The new process includes a quarterly incentive, which is aimed at focusing 
employees on their individual and team objectives; nevertheless, this component is in its initial stages 
of implementation.  The need for continuous review of the implementation process has been 
recommended because it is anticipated that the incentive plan will be more difficult to implement in 
some departments than others.   The goal is to be fair with incentive bonuses. 
 
                                                 
10    MBWA is an acronym for ‘managing by walking around’. 
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Tracking of outcomes – More HR involvement was recommended for the coordination and tracking 
of PM information, such as skill sets and personal growth, core competencies, training and education 
processes, and counselling and mentoring plans.   
 
Validation of process – Since the PM process is new, testing of the new PM process was 
recommended as a must.   The CEO plans to look for improvement trends and for quarter-after-quarter 
and year-by-year replication.  Other proposed measures included employee satisfaction surveys and 
employee acquisition and retention statistics.   
 
Consistency of application – The CEO would like to ensure that the managers have a consistent tool 
with various metrics for motivating and monitoring their employees.  As a result, he will be 
continuing with his reviews of ‘the total corporate picture’ with all managers.  In addition, he will be 
continually monitoring ‘what the managers are doing to actually do their jobs better’.   
 
 
Sources of Evidence 
 
Interviewee participants 
Al Hildebrandt, President and CEO 
Rob Marak, Vice President, Sales and Marketing 
Phillip Lovell, Vice President, Development and Services 
Jayne Morrison, Manager, Implementations and Consulting Services 
Cheryl Caldwell, Human Resources Manager 
 
Coordinator 
Maureen O’Hanley Doucette, Executive Assistant 
 
Contact 
Cheryl Caldwell, Human Resources Manager 
 
Other sources 
QHR Software Group Inc. 2004, ‘12.  Performance Management,’ QHR Value Creation and Product 
Overview, April 26 - version 1, p. 1.  24.  
QHR Technologies Inc. 2003, ‘Notes to the consolidated financial statements,’ Notice of Annual 
General Meeting, Kelowna BC. 
QHR Technologies Inc. 2004, ‘Designing, Creating, Marketing and Delivering: Smart. Simple. 
Seamless. Powerful Management Software Solutions,’ Investment Profile (shareholders’ handout). 
QHR Technologies Inc. 2004, Organisational Chart, May. 
QHR Technologies Inc. 2004, ‘QHR Software Group Inc, QHR Atlantic Software Group Inc.,’ 2005-
2007 Strategic Plan, November 3 (public summary). 
QHR Technologies Inc. n.d.11, ‘QHR Software Group Inc, QHR Atlantic Software Group Inc.,’ 2004-
2008 Strategic Plan: QHR Technologies Inc. & Subsidiaries (public summary). 
QHR Technologies Inc. 2004, Universal Competencies & Behavioural Indicators, (draft document). 
QHR Technologies Staff Survey 2004 (copy of internal e-mail survey). 
Quadrant HR™ n.d., Home Page, Available from: URL http://QHRsoftware.com (Accessed 23 June 
2004).  
Quadrant HR™ n.d., Smart. Simple. Seamless. HR Management Software Solutions (brochure), QHR 
Software Group Inc., Kelowna BC.  
Survey of Firm’s Background (Submitted by C. Caldwell on 16 August). 
 
Approved for release January 04, 2005 
                                                 
11   n.d. means ‘no date’. 
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APPENDIX F 
 
Case Study 2 
Enquiro Search Solutions Inc. 
 
Enquiro Search Solutions Inc. (Enquiro) is one of the eight firms selected for this study.  Its 
management team has been working towards improved performance planning needs of the firm and its 
clients.  Although the firm has grown substantially, its structure is still very flat, which influences its 
performance management (PM) communications.  
 
The following case study details Enquiro’s current PM practices, its drivers for change, and its 
planned enhancements.  The case begins with the firm’s background and the sources of evidence used 
to gather information.  The sections following outline the firm’s PM components and its integration 
with strategic planning, human resource (HR) practices, and identified competitive advantages.  
Finally, the case identifies the lessons learned from the firm’s experience to date and the potential next 
steps for Enquiro management. 
 
1. Firm Background  
 
Enquiro is a privately-owned company that delivers its software products and services through one 
office located in Kelowna, British Columbia (BC).  Five years ago, the CEO and the Vice President of 
Sales and Marketing operated from a home-based business.  The firm was initially incorporated as 
SearchEnginePosition Inc. in 1999, and it was renamed to Enquiro Solutions Inc. in 2003.   
 
The firm’s background section includes two segments.  The first one describes and justifies the 
process followed for selecting Enquiro for this research study.  The second section briefly discusses its 
products and services and its current and future markets. 
 
1.1 Firm selection 
 
Enquiro was purposefully selected for this research project for a number of reasons.  It was initially 
qualified for its geographic location, the Regional District of Central Okanagan (RDCO), and for its 
size, currently between 20 to 49 employees.  Between 1998 and 2003, Enquiro’s revenue grew by 
1,059 percent, which positioned it as 206th on the Deloitte Technology Fast 50012 North America; the 
firm was one of fifteen BC firms to make the list and ranked 5th in growth over the five-year period.  
The latter qualified it as a growing high technology firm.  Finally, it was selected for its motivation 
towards improving employee and client performance measures, its interest in learning experiences, 
and the willingness exhibited by its management team.   
 
1.2 Products and services offered 
 
Enquiro develops and markets search marketing products and services.  Unlike most of its competitors, 
the firm begins with an understanding of its clients’ business and progresses to identifying the clients’ 
customers’ online behaviour.  The resulting search strategy is focused around the target customer.  
This customer-centric approach is relatively new to the search engine industry.    
 
Enquiro specifically targets one client per vertical market; that is, its market is horizontal by nature, 
since the firm traverses several vertical markets.  Nevertheless, within this broad marketplace, Enquiro 
concentrates on firms with online marketing budgets greater than $100k and then specifically targets 
middle managers who have some understanding of the need for search (a Search Champion). 
 
The industry is dynamic by nature.  As the needs of the clients and the industry change, the tools used 
by the firm will also change.  Enquiro keeps abreast of these changes by conducting two types of 
regular research: technical search engine research (tactical) and customer-behaviour research 
(strategic). 
                                                 
12    The Deloitte Technology Fast 500 North America, founded in 1995, recognises the 500 fastest-
growing technology companies in the United States and Canada. 
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2. Sources of Evidence 
 
Once the interview participants were selected, the experience of each participant with PM processes 
was confirmed.  The first segment details the process used to select the interview participants; the 
second outlines the level of overall participant experience with PM, and the third describes the other 
sources of evidence used to validate the facts in the case. 
 
2.1 Participant selection 
 
The interview participants were determined with the Resource Manager during the first field visit.  
Initially, the research project was introduced, and participation was confirmed at a coach’s huddle13.  
Each participant then received an e-mail letter from the Resource Manager, which further clarified the 
research project and the researcher’s background and invited each one to contribute to the study.  In 
addition to the Resource Manager, who is accountable for specific HR functions, the CEO and 
President (CEO) plus three line managers agreed to be interviewed.  All five managers are members 
of the management team, which steers many of the PM components at Enquiro. 
 
2.2 Participant experience 
 
All interviewees agreed that their Enquiro experience has contributed highly to their learning and 
interest in PM. The CEO, an avid reader and researcher, is credited for his strong leadership role.  In 
addition, two members of the management team have experience with various metrics, SMART14 
goals, and teamwork.  In some cases, the participants’ experiences with PM were negative because the 
measures were too black-and-white and did not truly reflect the desired results.   
 
2.3 Other evidence available 
 
In addition to the five interviews, ten internal documents plus a brief survey were used to gather 
information.  The supporting materials, which are listed at the end of the case study, provided 
additional evidence for clarifying and confirming the data provided by the interviewees during the 
month of June. 
 
3. Performance Management Process 
 
The historical experience of Enquiro with its PM process is, to some extent limited; nevertheless, the 
process is continually being refined.  For the past two to three years, the firm has been actively 
building a PM base. 
 
The following section details the firm’s current PM process.  It begins with the reasons for its 
introduction and who initiated the process.  It continues with a description of its objectives, its 
components and its enhancement plans.   
 
3.1 Why initiated 
 
Only a few years ago, Enquiro was very small, and there were few communication problems because 
the people were physically located near each other at the workplace.   As the firm grew, distinct and 
fragmented groups resulted in challenges in trying to work together and to communicate with each 
other.  There were no systems in place.  According to the Resource Manager, there was ‘a need to 
measure performance to make sure that it was continually being effective in satisfying clients’ needs 
and in building revenues and profits.’  Further, management was interested in pursuing performance-
based pay programs.   
 
The CEO has played a strong and influential role in initiating many of the firm’s PM elements.  Other 
managers describe him as a strong leader and avid researcher.  He has been influenced, admittedly, by 
the Seven Habits of Highly Effective People15, the Balanced Scorecard16, Good to Great17, and other 
                                                 
13    Coach’s huddle is the firm’s daily management team meeting. 
14    The SMART acronym stands for Specific, Measurable, Achievable, Realistic and Time-bound. 
15    A book written by Stephen Covey 
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approaches to best practices.  The Resource Manager has also had a significant role in initiating a 
number of the PM components.  Nevertheless, the development and implementation of the PM 
process has been collaborative throughout the firm. 
 
3.2 Objectives  
 
The PM objectives at Enquiro have been evolving over time.  Initially, the focus was on measures that 
were indicators of how well the firm was performing.  During this period, management developed a 
number of procedures that turned ad hoc systems into more structured and planned processes.   
More recently, the objectives have been directed towards a PM process, as follows: 
 
 To align all employees with the corporate goals and core values.   
 To centre the work on customer expectations and satisfaction. 
 To identify areas for improvement so that new learning can occur.  
 To implement a method of checks and balances that ensures top-notch employee and product 
performance and growth as a firm and within the industry.    
 To correlate employee performance with ‘pay for performance bonus’. 
 To develop a process that is simple and easily understood by all.  
 
Ultimately, the CEO and Resource Manager each expressed a strong desire to implement a Balanced 
Scorecard approach.   
 
3.3 Components 
 
A number of components have been implemented in Enquiro’s PM process.  Its main components are 
strategic focus, specific goals, accountability frameworks, team-orientation, formal appraisals, and 
education. 
 
Strategic focus – The process begins with Rocks18, a strong set of priorities to guide the firm.   There 
are five corporate rocks, each of which cascades into five department rocks; each department rock 
translates into five personal rocks.   
 
Specific goals – The Rocks, or goals for each individual, each department, and the entire corporation, 
determine how the firm gets things done and moves forward.  Managers and employees are held 
accountable for those goals under their jurisdiction.  Once adopted or assigned, the status of rocks is 
openly monitored at one or more of the firm’s meetings. 
 
Accountability frameworks – In the past, the firm has struggled with job descriptions because they 
were too constricting and very quickly obsolete.  Presently, the firm does not have job descriptions, 
but it does have defined areas of responsibility, called accountability frameworks.   With this approach, 
each employee cannot lose sight of his or her main objective, but according to the Resource Manager, 
the broader definition makes it tougher to measure output.    
 
Team-orientation – The shift to a stronger team approach took place about six or seven months ago to 
maximize the combination of talent and expertise.  Today, there is a cohesive team feeling that 
everyone is part of the whole company.   The corporate, departmental and personal rocks support the 
team focus.  Additionally, the high priority of team membership is reflected in performance feedback 
– friendliness, respecting others, helping others, ability to train, and consensus building.   
 
Formal appraisals – Quarterly, each employee completes a self appraisal form, which is reviewed by 
the department supervisor for strengths and for areas needing improvement.   The actual review 
session is conducted jointly by the supervisor and Resource Manager, who has more of a neutral role.  
The firm recognises the importance of measuring consistently from date of hire throughout one’s 
career and for rewarding employees.  The Resource Manager believes that there should be no 
surprises in an evaluation. 
 
                                                                                                                                          
16    A book written by Robert Kaplan and David Norton 
17    A book written by Jim Collins 
18   The “Big Rocks” of Life (n.d.) 
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Education – One of the PM criteria is education.  The process is not formal but, instead, questions 
‘What have you done to improve yourself?’ in areas such as online courses, seminars, and other 
bodies of knowledge.  Based on the quarterly appraisals, the managers and supervisors explore growth 
potential and areas of interest to each employee.  
 
3.4 Planned enhancements 
 
A number of improvements are underway.  To begin, the CEO and his management team view the 
Balanced Scorecard process as the next logical step from the Rocks program.  Currently, the firm is 
actively working on Balance Scorecard metrics for PM and as the basis for an incentive bonus system.  
The commitment of the CEO and the management team to some type of performance-based pay has 
resulted in the following decisions: 1) compensation will include a performance bonus system plus 
base salary, and 2) the bonus portion will be based on goals or other objective measures.  It will 
probably be implemented quarterly.    
 
According to the Resource Manager, growth plans and the review of growth plans during appraisal 
sessions will push the need for more formal training.  The delivery of training programs that keep 
people ‘up to speed’ and educated are under investigation.   
 
4. Strategic Business Planning 
 
For a number of years, the firm was simply the best technically, but more recently, its strategies have 
evolved around research and are focused on ‘how people search’ and how they search within specific 
industries.  The firm is highly focused on effectiveness in satisfying customers’ needs and in building 
a profitable company.   
  
Enquiro has a five-year business plan that is a ‘living’ document.  In addition, the firm has 
implemented a number of key strategic management components.  Each project has an associated 
financial budget, and a number of tracking metrics are in place.  The following section briefly details 
these components and their roles in the PM process. 
 
4.1 Plan components 
 
Over a year ago, the management team developed a prioritized list of desired achievements, over a 
number of timeframes.  This list provides the basis for many of the following strategic planning 
components: hedgehog19 concept, mission, BHAG 20core values, corporate rocks21, and core 
excellence strategies.    
 
Hedgehog concept – Enquiro has formulated and implemented the following concept: ‘We use our 
understanding of how to interact with search to deliver the most successful Search Marketing 
solutions.’     
 
Mission – Within the Hedgehog Concept, the firm has developed the following mission statement: 
‘Successfully connecting our clients with their market online.’  All employees were invited to provide 
input.  Some of the departments have been moulding their Missions too.   
 
BHAG – Again, within the Hedgehog Concept, the firm has developed the following BHAG: ‘To 
capture everyone who is serious about maximizing search as a successful marketing channel in our 
network and community.’  
 
Core values – Everyone in the firm understands that the personality of the firm and its core values are 
well-established and extend beyond performance issues.  The firm’s corporate culture strongly reflects 
its eight core values: 1) we above me; 2) passion with a purpose; 3) quietly confident, quietly 
competent; 4) always growing, always learning, always improving; 5) vision and creativity, realized 
                                                 
19    Hedgehog is the name of the firm’s strategic concept; Hedgehog Council refers to the firm’s 
management committee. 
20     BHAG is an acronym that stands for Big, Hairy, Audacious Goal. 
21    Rocks are goals. 
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through planning and focus; 6) here for our clients, here for each other, here for the community; 7) 
mutual respect for all, and 8) if it’s not fun it’s not worth doing.  
 
Corporate rocks – The first step in the goal-setting process was to prioritize a list of ‘what needed to 
be achieved’ in one-year, three-year and five-year timeframes.   The top five priorities were selected 
as the initial corporate goals or Rocks for the next quarter, and, in turn, the four quarters had to add up 
to a one-year achievement.   
 
Five Rocks are at the corporate level, and each corporate rock translates into five departmental Rocks, 
each of which cascades into five personal rocks.   Each rock is assigned to a coach or member of the 
management team.  The status of these rocks is reviewed regularly at the firm’s meetings.  When a 
manager or department is experiencing difficulty, all employees realize it is a companywide problem.  
The rock process has been highly instrumental in moving the company forward. 
 
Currently, SMART measures have been implemented to assist the managers operationally.  The firm 
is totally open; it shares monthly revenue, expenses and customer retention numbers.  It uses a visual 
target to support these initiatives.  Its primary goal is to put measures in place that indicate how well 
the firm is doing at being effective.   
 
Core excellence strategies – The firm has developed a set of excellence strategies.  In turn, the 
managers and employees are accountable for developing goals or measures with accompanying plans 
and for assigning the resources necessary for achievement.  
 
4.2 Role in performance management process 
 
The firm’s corporate Rocks and strategies make a number of contributions to its PM process.  To 
begin, these goals and plans provide the direction and platform for departmental and individual goals.  
Secondly, a well-organised network of meetings provides numerous forums for continuous 
performance feedback (Refer to segment 7.2). 
   
The transparency around revenue, expenses and customer retention numbers has resulted in an 
improved understanding of how each department and team is performing.  Further, goals based on 
SMART numbers have also reinforced the firm’s shift to teamwork.  This team focus is reinforced by 
the PM process.  The firm’s corporate culture permeates throughout and is reinforced by the PM 
components.  The PM process provides the mechanism for implementing and evaluating the success 
of the firm’s strategic direction. 
 
5. Human Resource Management 
 
Enquiro does not have a specialist HR Manager on staff; nevertheless, the Resource Manager is 
responsible for a number of the firm’s HR functions.  Otherwise, line managers are responsible either 
fully or partially for HR practices.  The accounting department performs administrative functions, 
such as benefits and vacations. 
 
The following section begins by highlighting those HR practices that support the firm’s PM process.  
It continues with the effects of growth on the development of a productive workforce, and concludes 
with the interaction between HR practices and the PM process. 
 
5.1 Supporting practices  
 
The following HR programs are implemented companywide and have been identified as directly or 
indirectly affecting the firm’s PM process: recruitment and selection, orientation, training and 
development, career planning, annual compensation, and counselling. 
 
Recruitment and selection – Enquiro has developed a fairly structured hiring process.  Although the 
final hiring decision is the line managers, the Resource Manager and CEO are involved in the multiple 
interview process, because ‘fit’ with the core values as well as technical competency is a determining 
selection factor.  The firm’s high quality of employees has proved to be a magnet for hiring others of 
the same quality.   
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Orientation – Enquiro has an employee orientation manual, called Enquiro QuickStart, which has 
been developed to teach and train new employees.  Training is continuous throughout the probationary 
period, and new employees are encouraged to attain specific levels of in-house certification (Refer to 
training and development).  Clear communication from the beginning has increased the retention and 
efficiency of new employees. 
 
Training and development – Currently, Enquiro has a career matrix which details the in-house 
certification programs required for new position levels.  In addition, the firm is investigating more 
widely recognised certificates, such as those offered by Microsoft.  The firm only makes use of 
external training seminars occasionally; as a result, there is no standardized professional development 
plan in place.    
 
Career planning – Each department has a skills matrix, which identifies both analytical and soft skill 
requirements.  These matrices clearly identify the curriculum needed to grow to a specific position or 
to the next level.  The achievement of higher certification levels results in employee choices for areas 
of interest.   
 
Annual compensation – The compensation process is ‘loose by design’, but the firm does not desire 
to have a hard and fast process.  The line managers decide where to place new hires within the salary 
range.  Otherwise, approval is required from the other managers and, ultimately, the CEO.  Annual 
compensation increases are not formally tied to performance.  In addition to commission-based sales 
salaries, the firm has a ‘sales pool’ that distributes incentives throughout the company.    
 
Counselling – According to one line manager, additional responsibilities of the Resource Manager 
include acting as an intermediary and counsellor for employees. 
 
5.2 Effects of growth on workforce development  
 
Only five years ago, the CEO and the Vice President of Sales and Marketing operated from a home 
business.   Since then, growth has been rapid, and shrinkage has not been an issue.     
  
Increasing rates of growth – Business growth has challenged the firm in finding and affording good 
people.   For a number of years, hiring was a ‘catch 22’.  On one hand, new sales were needed to 
approve a new hire, but on the other hand, employees were needed to service the new clients. Today, 
the firm is in a position where it can hire and train employees for anticipated sales.  Growth, however, 
is still difficult from a technical perspective.  It is difficult to attract quality programmers who are 
willing to work in a small market and for the going rates of compensation.  The candidates fail to 
realize that ‘there are 10 to 15 other software developers in town’.  As of December 2004, along with 
the firm’s shift in strategy, the hiring of employees with marketing skills has increased.   
 
Decreasing rates of growth – The firm has never had to face a downsizing.  Additionally, employee 
retention is very important to this firm.  As of December 2004, the firm was resized and reorganised to 
fit with its new strategic direction.  
 
5.3 Integration with performance management process 
 
The Resource Manager has initiated and coordinated many of the more formal HR practices, but line 
managers are the primary integrators of HR practices with the PM process.  There are a number of 
ways in which the HR practices and the PM process interact.  To begin with, an increased attention to 
hiring has assured that technical capabilities and corporate ‘fit’ are in place.   
 
Performance is measured throughout an employee’s career on the basis of hiring criteria: technical 
know-how, experience, communications and team orientation.  Secondly, formal quarterly reviews 
identify performance strengths, areas needing improvement and personal career plans.   
 
Managers encourage continual self education through performance feedback, and frequent on-the-job 
training sessions.  Employees who achieve higher certification levels are awarded the opportunity to 
select projects and assignments.   
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At Enquiro, integration between its PM process and HR practices happen naturally because the line 
managers and the Resource Manager are all members of the Hedgehog Council and meet regularly.   
 
6. Competitive Advantage 
 
During its formative years, Enquiro focused on the technical aspects of search and promoted an 
inexpensive product that offered a low-cost advantage.  Today, this strong technical base has become 
the firm’s arsenal of tools, and the firm’s competitive advantage has been undergoing a fundamental 
shift, which has only been crystallizing recently. 
 
The following section begins with the type and scope of the firm’s competitive advantage.  It 
continues with the role of human capital in building its advantage, and concludes with the contribution 
performed by its PM process.   
 
6.1 Types and scope 
 
Enquiro’s newly cultivated competitive advantage is in its ability not only to identify needs of its 
clients but also its clients’ target customers.  In comparison to its competitors, the firm’s competitive 
advantage is fundamentally different in two areas.  First, its approach is philosophically different; its 
search marketing focus is consumer, not technically, oriented.  Secondly, it conducts research on the 
search behaviour of individuals.   These differences facilitate the development of customized search 
strategies that address the needs of Enquiro’s clients as well as its clients’ customers.   
 
In addition, the firm has a very client-centred approach that goes above and beyond its competition.  
One of the firm’s goals is not only to meet, but exceed, its clients’ expectations for quality and 
customer service.  Further, the firm has superior software development; yet, from a pricing 
perspective, the firm fits nicely into the middle.  The CEO’s research papers and presentations at 
conferences and trade shows are also seen as a competitive advantage.  Within the search industry, he 
is viewed as ‘an industry guru’.    
 
Enquiro’s prime competitors are search engine marketing companies that deal at a higher level of 
marketing than just the technical side.  Only five or six direct competitors are at this level.   
 
6.2 Role of human capital 
 
The firm’s employees account for its customer-centred service; they bring distinctiveness to its 
competitive advantage.  In every area of the firm’s competitive advantage, there is an underlying skill 
set that is needed.  For example, all employees require marketing skills, communication skills and 
business training.  Yet, the distinctiveness of the competitive advantage results from the variety of 
highly qualified backgrounds in the team – customer service skills, technical competencies, graphic 
design capabilities, analytical and problem-solving abilities.   
 
The employees’ attitudes towards customer service are an advantage that the firm sells.    According 
to the Resource Manager, ‘Few if any clients come to Enquiro based on its culture or team-orientation, 
but it sure is what makes them stay.’  
 
6.3 Contribution by performance management 
 
The PM process is viewed as one of the driving forces behind obtaining the firm’s competitive 
advantage.  According to one line manager, ‘It (PM) is critical to the achievement of the new 
competitive direction, because it identifies areas needing more time and effort to improve efficiency 
and effectiveness.’  Without performance measures, ‘the firm’s drive to be the best and to remain one 
of the best would be difficult to direct.’    
 
The career curriculum, which is discussed during performance reviews, provides the steps necessary 
for employees to perform at specific levels.  Further, employee growth matrices encourage the human 
capital skills that support the firm’s competitive advantage.   
 
Monthly, the firm measures numbers that compare its performance to its clients’ expectations.   
Additionally, it has requested feedback from clients using mail surveys.  
 253 
7. Feedback Mechanisms  
 
The organization is fairly flat (only three levels); as a result, it uses a number of feedback mechanisms 
to reach its clients and its employees.  The following section highlights the mechanisms within 
Enquiro that provide support to its PM process and that assist with the integration of PM with strategic 
planning, with HRM, and with the firm’s competitive advantages.  The section discusses these 
mechanisms under two headings: network of meetings and other communications channels.   
 
7.1 Network of meetings  
 
The basic philosophy of the firm is that everything needs to be communicated in multiple methods.  
Each meeting has someone dedicated to take minutes and another person assigned to lead the meeting.  
Action items and assignment of responsibility are read at the end of each meeting.  Meeting notes are 
distributed afterward.   
 
Hedgehog council – The management team, which consists of all coaches22 plus other senior 
managers, meets monthly.  
 
Coach’s huddle23 – Every morning at 9:08 a.m., the coaches and other senior managers meet briefly 
to discuss critical information and Rock completion needs.   
 
Department huddles – Each department also meets to discuss the results of Hedgehog and Coaches 
meetings.  Often, the Team Leads set the agenda.    
 
Retreat – Quarterly, there is a four-hour retreat, which focuses on ongoing issues that require longer 
discussion.   
 
Team meetings – Monthly, everybody gets together, and small, impromptu meetings occur on a fairly 
regular basis.     
 
E-mail – Each employee receives a weekly e-mail newsletter that recaps the previous week.  In 
addition, minutes from Hedgehog Council, Coach’s Huddle, and Department Huddles are posted on 
the Intranet.   
 
Decision-making is very much by consensus; however, the CEO and the Sales and Marketing Vice 
President each have a veto.   
 
7.2 Other communication channels 
 
All of the following communications tools are, either formally or informally, integral to the firm’s PM 
process. 
 
Conferences and trade shows – The firm’s philosophical and research advantages are promoted at a 
number of conferences where the CEO speaks on the subject of search marketing.  In addition, the 
firm promotes its research advantage through white papers and trade shows, both of which provide 
feedback.   
 
Surveys – The firm has been conducting monthly online surveys to follow-up with its customers.  
There is one question: ‘From 1 to 10, how are we doing?’  The results are discussed through the Rocks 
process and other performance metrics.      
 
Customer monitoring - Enquiro provides its clients with performance numbers that monitor their 
customers’ actions.   
 
8. Performance Management Experience Curve 
 
From the beginning, Enquiro has been very client-centred.  This focus has resulted in a philosophical 
shift towards better understanding its clients’ customers and their search behaviour.  The following 
                                                 
22    A coach is a department manager who leads a team of employees.  
23    Coach’s huddle is the name of the management team’s daily meeting.  
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section details the lessons learned, difficulties encountered and recommendations suggested for 
improving the PM process.   
 
8.1 Lessons learned 
 
Enquiro has learned a lot about itself as it has progressed, because the PM process has forced its 
managers to look at and shape ‘the message’.  In addition, the continual quarterly reviews have helped 
to crystallize the firm’s new direction.   
 
There have been a number of important lessons.  First, the ‘big picture’ is very important to the PM 
process.  Secondly, the value of PM comes from the firm emphasizing its priorities for managers and 
employees.  Thirdly, input from the entire team is essential to the process.  Fourthly, it is very 
important to be consistent and to follow through on results.  Finally, the firm has learned the 
importance of hiring well when measuring the performance of employees.   
 
8.2 Difficulties encountered 
 
The greatest challenge has been to determine ‘the right things to measure’.  In addition, there have 
been more difficulties with measuring in some departments as opposed to others.   Of concern is that 
the process will become too obsessed with numbers and lose some of its personality.   
 
From an employee perspective, the jury is still out; some employees readily agree with PM whereas 
others are a bit reluctant.   Further, there are some misconceptions about the performance bonus; some 
employees view it as performance-based pay.   
 
8.3 Recommendations 
 
Most managers expressed commitment to the implementation of a PM process, sooner rather than 
later.  As such, the interviewees suggest a number of recommendations. 
 
Consistency – A common set of PM materials would benefit the managers, initially for discussion 
purposes and ultimately for making them Enquiro's.  The latter would further advance the managers’ 
understandings of ‘what can be learned from measuring performance’.   
 
Accountability – There is a need to hold everybody accountable.  According to one line manager, 
‘Everyone needs to understand all departments and corporate metrics; otherwise, it is too easy to focus 
on one’s own departmental workings.’   
 
Human resources – Four recommendations arose from the study: 1) to use the ’hiring’ scales to 
measure and reward employees on an ongoing basis – team fit, experience, and technical know-how; 2) 
to introduce more structure into training and development by driving the responsibility and decision-
making down to the employee; 3) to conduct an ongoing measure of client satisfaction and base how 
well employees are doing by how happy their clients are, and 4) to introduce a bonus system that is 
totally transparent, totally measurable.   
 
Metrics – A Balanced Scorecard approach was highly recommended, but it was identified that it 
needed ‘buy-in’ from everyone.  In addition, the firm will need to put in place procedures and 
strategies that support each of the numbers. 
 
 
Sources of Evidence 
 
Interviewee participants 
Gord Hotchkiss, CEO & President 
Bill Barnes, Vice President, Sales & Marketing 
Jason Lane, Senior Search Marketing Strategist 
Doug Wilson, Manager, Software Development 
Jim Hawkins, Resource Manager24 
                                                 
24    The Resource Manager has a new job and title- Director of client Services; the position still 
manages the same HR functions (Dec. 04). 
 255 
Contact coordinator 
Jim Hawkins, Resource Manager 
 
Other sources 
Deloitte 2004, ‘Deloitte Fast 500,’ Home Page, Available from: URL http://www.public. deloitte.com 
(Accessed 10 December 2004). 
Enquiro Search Solutions Inc. n.d.25, Candidate X Questionnaire: Topgrading (internal document). 
Enquiro Search Solutions Inc. n.d., Corporate values (internal document). 
Enquiro Search Solutions Inc. n.d., Hedgehog Concept, Mission, and BHAG (internal document – 
added 12/04). 
Enquiro Search Solutions Inc. n.d., Home Page, Available from: URL http:// www.enquiro.com 
(Accessed 21 August and 1 December 2004).  
Enquiro Search Solutions Inc. n.d., Interview Questions and Skills Evaluation (internal document). 
Enquiro Search Solutions Inc. n.d., Organic Search Skills 360 Degree Assessment Matrix (draft 
document – abandoned 12/04). 
Enquiro Search Solutions Inc. n.d., Performance Metrics – Client Services Department (draft 
document – in process 12/04). 
Enquiro Search Solutions Inc. n.d., Resume Evaluation Form (internal document). 
Enquiro Search Solutions Inc. 2004, ‘Enquiro QuickStart’, Employee Orientation Manual, June 
(internal document). 
Survey of Firm’s Background (Submitted by J. Hawkins on 11 June 04). 
 
 
Approved for release December 23, 2004 
                                                 
25    n.d. means ‘no date’. 
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APPENDIX G 
 
Case Study 3 
Windward Software Inc. 
 
Windward Software Inc. (Windward) was selected for this research study because it is currently 
examining various performance management (PM) elements.  Although some members of its 
management team have had limited experience with PM, collectively they are working with a 
professional consultant and involved in the development and implementation of key performance 
components.   
 
The following case study details the firm’s PM practices, its drivers for change, and its foreseeable 
next steps.  The case begins with the firm’s background and the sources of evidence used to gather 
information.  The sections following outline the firm’s PM components and their integration with 
strategic planning, human resource practices, and identified competitive advantages.  Finally, the case 
identifies the lessons learned from the firm’s experience and the potential next steps for Windward 
management.   
 
1. Firm Background  
 
Windward is a privately-owned company that delivers its software products and services through two 
offices that are located in Penticton and Westbank, British Columbia (BC).  It has one trainer 
operating from Montreal; two full dealers, one located in Toronto and another in Brisbane, Australia 
(AU), and a network of associate dealers throughout North America.  The President and CEO (CEO) 
and original designer of the software product currently manages a sizable global market.   
 
The firm’s background section includes two segments.  The first one describes and justifies the 
process followed for selecting Windward for this research study.  The second briefly discusses its 
products and services, and its current and future markets. 
 
1.1 Firm selection 
 
Windward was purposefully selected for this research project for a number of reasons.  It was initially 
qualified for its geographic location – its headquarters in the Regional District of Okanagan-
Similkameen (RDOS) and its second office in the Regional District of Central Okanagan (RDCO).  
Further, the firm’s size in the Okanagan Valley is between 20 to 49 employees.  Over the past eight 
years, the firm has grown on average 30 percent per year.  The latter makes it eligible for a growing 
high technology firm.  Finally, Windward was selected for the willingness of its management team 
and the contribution this team has been making in initiating PM processes. 
 
1.2 Products/services offered 
 
Windward System Five (Windward) is a fully integrated business management package that offers 
point-of-sale (POS), inventory control, accounting, customer relations management, and other features.  
With the exception of additional options, all customers receive the same software; as it is installed, its 
behaviour changes, and it is customized to the customers’ specific needs.   
 
For the most part, the firm offers its service over the Internet and by telephone.  Installation support is 
included in the purchase price of the software package.  For a fee, training is available and conducted 
remotely by PC Anywhere software, which is delivered one-on-one or in a group.  The firm is 
investigating multi-language software and support, beginning with French and Spanish. 
 
The software is designed for many different vertical markets in retail, wholesale and service 
businesses; examples include lighting stores, garden centres, clothing shops, small engine, furniture 
store, outdoor power equipment, and power sport marine.  Further, special options include information 
for rentals, recreational vehicles and automobiles.  The firm has over 1000 international customers in 
22 different countries.   
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2. Sources of Evidence 
 
Once the interview participants were selected, the experience of each with PM processes was 
confirmed.  The first segment details the process used to select the interview participants; the second 
outlines the level of overall participant experience with PM, and the third describes the other sources 
of evidence used to validate the facts in the case.   
 
2.1 Participant selection 
 
The interview participants were determined with the CEO during the initial field visit.  As planned, 
the CEO introduced the research project and the researcher’s background to the participants and 
invited each to contribute to the study.  In addition to the CEO, four line managers were invited to 
contribute to the study; one of these managers is responsible for some HR functions.  Four of the five 
are members of the Executive Committee. 
 
2.2 Participant experience 
 
To some extent, the experience of the management team with PM is somewhat limited.  Nevertheless, 
the Sales and Customer Relations managers have experience with measurement systems.  Further, 
most of the departments are in the process of identifying various types of performance metrics, and 
the CEO has retained a professional consultant to enrich communications and team-building. 
 
2.3 Other evidence available 
 
In addition to the five interviews, seven internal documents plus a brief survey were used to gather 
information.  These supporting materials, listed at the end of the case study, provided additional 
evidence for clarifying and confirming that data provided by the interviewees during the month of 
June. 
 
3. Performance Management Process 
 
Historically, Windward has not had extensive experience with PM processes.  Nevertheless, the firm 
has been actively developing and adding more formal elements to its existing informal ones.  The 
following section details the informal and formal elements that are integral to the firm’s PM process.  
It begins with the reasons for their introduction, and identifies the persons who initiated them.  It 
continues with a summary of the objectives and components and concludes with enhancement plans.   
 
3.1 Why initiated 
 
Until recently, the size of Windward has made it easy to work directly with all employees, but this has 
been changing because the firm has been growing.   As a result, a consultant was retained to 
streamline the firm and to assist with the definition of key business measures.  The consultant directed 
the initial learning towards the management team, with a specific emphasis on communications and 
team work.  Concurrently, the line managers have been identifying those measures that track in real-
time customer and employee activities.   
 
The CEO initiated the action to hire a consultant.  The consultant has been facilitating the team 
communications process, and the line managers have been actively isolating the key metrics.     
 
3.2 Objectives  
 
Initially, a consultant was retained to assign measures that would reward good employees and not 
reward poor ones.  Over time, however, a number of other objectives motivated the introduction of a 
PM process.  The first five of the following objectives were fairly common among the interviewees: 
 
 To improve the firm’s efficiency and effectiveness within and among teams. 
 To increase responsiveness and service levels to customers. 
 To track relevant measurements and employee accountability. 
 To enhance job satisfaction and motivation of employees. 
 To reward good behaviour and encourage and recognise employees. 
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 To minimize the stress levels of employees and teams. 
 To retain well qualified employees.   
 
More recently, the consultant’s role has been re-directed towards team communications at the 
managerial level.   
 
3.3 Components 
 
Until recently, the PM components at Windward have been relatively informal; nevertheless, there 
have been a number of metrics in position to track firm and employee performance.  As such, the 
following components have been identified as part of the process: job descriptions, performance 
metrics, team-orientation, training and development, performance reviews, and compensation.  
 
Job descriptions – Although all employees do not have formal job descriptions, they do exist for the 
sales representatives, and they are used for reviewing performance. 
 
Performance metrics – The firm’s central database has made it much more efficient for tracking and 
solving problems.  Its support and training teams make use of the software to track in real-time 
employees’ job tasks.  These metrics capture team as well as individual performance.  From a sales 
perspective, sales results are collected and communicated for each quarter.  Further, the programming 
department uses a data base to track estimated versus actual project completion times, to analyse work 
effectiveness, and to encourage open communication between programmers.   
 
Team-orientation – The employees tend to work independently; however, intra- and inter-
departmental teamwork is more common for quality control, problem solving and job completion 
issues.   
 
Training and development – The firm’s client training package is used for employee training 
purposes.  Additionally, the support package, which triggers feedback, is used for identifying 
employee retraining needs.  From an employee perspective, training is one of the first considerations 
when problems are identified by the performance metrics.    
 
Performance reviews – Formal performance reviews are conducted annually for the sales 
representatives; additionally, a self-evaluation tool is completed quarterly.  The other managers 
conduct informal, ongoing appraisals.  Overall, the new metrics allow for self-monitoring by 
employees; together, employees and managers can review and discuss results and employee 
performance on a more informal basis. 
 
Compensation – Informally, performance is considered when the CEO awards salary increases. 
 
3.4 Planned enhancements 
 
According to the CEO, there are three important PM initiatives: 1) to setup formal measurement 
systems throughout the firm, 2) to introduce a formal profit-sharing plan, and 3) to improve inter-
departmental project management.  As a result, the line managers have contributed collectively to the 
development and introduction of formal appraisals, the identification of those measures required for 
managing behaviour, and a more formal approach to the training of new employees.  The firm has 
been constantly improving itself and recognises that PM is something it needs to address.   
 
4. Strategic Business Planning 
 
Currently, Windward does not have a formal strategic plan; nevertheless, the firm is in the process of 
formalizing and developing one so that everybody understands it.  The following segments briefly 
detail the plan’s formal and more informal elements and their roles in the firm’s PM process.    
 
4.1 Plan components 
 
The following strategic management elements have been isolated for Windward: vision and mission, 
core values, objectives, and business plans. 
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Vision and mission – Generally, the CEO’s long-term vision has always been POS business 
management solutions for a large number of businesses.  More specifically, his vision is to become a 
200 employee business with $30 million in revenue.  
 
Core values – Recently, the CEO developed six core values that, in his words, form the basis for ‘who 
we are’, ‘what we do’ and ‘how we operate’.  The values focus on meeting customers’ needs, building 
satisfied employees, and promoting technological and market growth.   
 
Objectives and plans – The firm has a budget for 2004; it is currently being updated to better reflect 
changes that have emerged.  As of December 2004, the firm has now completed a more formal 2005 
budget.  Further, targets and objectives are in place.  
 
Initially, Windward was technically-oriented, and over several years, a sales and marketing plan was 
developed that detailed specific markets and approaches to reaching those markets.  Over the last 
couple of years, the firm has been conducting a market analysis to determine specific vertical markets 
and to focus its energies in a more strategic manner.  The firm has recently supported its new planning 
focus with a departmental structure, which has been translated into a formal organization chart. 
 
4.2 Role in performance management process 
 
The firm’s gradual shift from a technological to a market focus has capitalized on the expertise of 
sales representatives in select vertical markets (these representatives are called Market Champions), 
and has still maintained the firm’s capability across horizontal markets (these representatives are 
Generalists).  The market shift has resulted in a better understanding of the customers’ businesses.  
The better understanding, in turn, has encouraged new programming features that better meet the 
customers’ needs.  The firm’s PM elements have assisted in making this shift a reality. 
 
From an employee performance perspective, the CEO tracks employees’ productivity, knowledge and 
independent contributions.  In addition, the feedback from customer surveys is considered when 
compensation increases are under consideration.    
 
The line managers are currently using the software metrics to encourage employees to improve their 
performance.  These metrics tend to be quantitative, but from a quality perspective, there are reports 
that analyse effectiveness as well.   
 
5. Human Resource Management 
 
To date, Windward has not required an HR specialist; it is, according to one manager, ‘a closely-knit 
and loyal group.’  Other than the administration of payroll and benefits providers by the Training 
Coordinator, all HR functions are implemented by the line managers.   
 
The following section begins with a description of the firm’s practices, continues with the effects of 
growth on the workforce, and concludes with the involvement of HR in the PM process.   
 
5.1 Supporting practices 
 
The following HR plans and programs have been identified as potentially supporting or enhancing a 
more formal PM process. 
  
Recruitment and selection – Companywide, Windward has been able to attract outstanding, talented 
and dedicated employees.  Commonly, the CEO and the line managers are involved in recruitment and 
selection of employees.  Although the degree of formality varies by department, the firm consistently 
screens for desired skills and for ‘fit’ with the corporate culture and the rest of the team.  
 
Orientation – Windward also has a formal orientation program.  New employees attend customer 
training sessions; they receive video, documentation and support training and are mentored by more 
experienced employees.   
 
Training – Ongoing training is described as informal and focuses on problem-solving and learning 
software operations.  The recent move to a more vertical-specific customer focus has been 
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accompanied with on-the-job and refresher training.  As of December 2004, more formal employee 
training is under development for implementation in January 2005.  
 
Annual compensation – Compensation has had less to do with performance and more to do with the 
firm’s ability to acquire new employees from similar companies.  Commission-based sales incentives 
currently exist.  Additionally, Windward pays bonuses to its employees at year-end.   
 
5.2 Effects of growth on workforce development  
 
Over time, there has been a relatively low turnover rate at Windward; currently, the firm is growing 
and plans to continue with its growth.  
 
Decreasing rates of growth – The firm has suffered one major downsizing, similar to others in the 
computer industry.  Nevertheless, it retained a core group of very knowledgeable employees.  During 
this period, the software changed from DOS to Windows, which became an advantage.  Following the 
shrinkage, the firm opened a second office in Westbank BC nearer to the Kelowna market. 
 
Increasing rates of growth – Growth has been interesting and at times traumatic, particularly for 
training new employees.  However, increasingly the firm’s growth has been producing more qualified 
staff members for orientation and training functions.  Living in the Okanagan is very positive for 
Windward’s recruiting efforts. 
 
5.3 Integration with performance management process  
 
At the moment, integration between the firm’s HR practices and its PM elements are more informal 
than formal; nevertheless, they do support each other because both are implemented by the same line 
managers.  In time, the Training Coordinator does foresee the need for HR expertise and a role for 
these practices with performance appraisals. 
 
6. Competitive Advantage  
 
When the interviewees were asked to describe Windward’s competitive advantage, the majority 
initially identified the technical features of its software.  Further probing, however, confirmed a focus 
towards the firm’s customer orientation.  The following section begins with the type and scope of the 
firm’s competitive advantage.  It continues with the role of human capital in building its advantage, 
and concludes with the contribution performed by its PM process.   
   
6.1 Types and scope 
 
The market for Windward’s software is very large.  Further, the software is operationally excellent in 
a wide variety of markets and industries, such as lighting stores, garden centres, clothing shops, small 
engine, furniture store, outdoor power equipment, and power sport marine. .  Nevertheless, according 
to one line manager, it is very difficult to maintain a competitive advantage from a technological point 
of view.  As such, the firm has been redirecting its efforts towards specific market verticals. 
 
The shift to specific industry sectors has been supported with a focus on understanding the customers’ 
businesses.  In helping clients run their businesses, the firm has been able to take advantage of its 
existing sales and programming expertise.  As of December 2004, the implementation of Windward 
Anywhere allows the firm’s customers to operate from single or multiple stores, from vehicles, or 
from home; the software has a mobile, open-systems platform that adds another layer or business 
advantage for the firm’s customers.   
 
The use of PC Anywhere software and Internet technology has allowed Windward to train and support 
its global customers effectively and efficiently.  Customers benefit from customization and flexibility 
opportunities at middle ground pricing.  There are price advantages associated with the software’s 
features and its service delivery.   
 
The firm’s competitive advantage is complemented by its entrepreneurial spirit and by its history of 
20 years in business.     
 
 261 
6.2 Role of human capital 
 
Fortunately, the firm has been able to attract outstanding people who are very talented and very 
dedicated.  According to the Training Coordinator, ‘happy employees equal happy customers, which 
in turn equal advancement for the company.’ 
 
Although the firm has been small and has enjoyed a low turnover rate for most of its 20-year history, 
its more recent growth has necessitated knowledge management.  Additionally, with Windward’s new 
competitive focus, the firm has been building its knowledge base by encouraging employees to 
contribute their expertise.  This sharing of information by people across the firm is aimed at 
supporting Windward’s competitive advantage.    
 
6.3 Contribution by performance management 
 
The firm’s competitive advantage is also communicated by its employees through a combination of 
their work experience and education.  Clients all over the world know that Windward is a talented 
organization.  Internally, there is an ‘open air environment’ where employees can discuss anything in 
an immediate manner. 
 
In addition, as part of its business follow-up process, Windward conducts customer surveys.  These 
surveys are delivered by telephone, but customers can also request a mailed or faxed copy.  Survey 
feedback is factored into employees’ performance results. 
 
7. Feedback Mechanisms  
 
A number of mechanisms within Windward provide support to the PM elements and integrate them 
with strategic planning, and also support HRM and the firm’s competitive advantages.  The following 
section discusses these mechanisms under two headings: network of meetings and other 
communications channels.   
 
7.1 Network of meetings  
 
Over time, Windward has developed the following network of meetings, which are important 
feedback vehicles. 
 
Executive meetings – The Executive Committee has regular weekly meetings to review the previous 
week’s progress and to discuss the coming week’s projects.  These meetings are used to develop 
measurements and plans and to coordinate the company as a whole.   
 
Department meetings – Either every week or every other week, each department has a brief but semi-
structured meeting.  The purpose is to communicate information from the executive meeting and to 
identify bottom-up issues. 
 
Staff meetings – Other than social events, there are two full staff meetings per year, which bring the 
employees from both offices face-to-face.  
 
7.2 Other communication channels 
 
The following technological and other communication channels at Windward have been identified as 
helpful linkages between the PM process, strategic planning, HR and the firm’s competitive advantage.  
 
Intranet – The firm has been developing an intranet to communicate the firm’s vision, policies and 
procedures and other internal information. 
 
Central data base – The firm’s central data base stores programming ‘bugs’ and customers’ requests.  
 
Knowledge data base – The firm has been developing an intranet knowledge base where support 
employees and customers can ask questions and receive answers.   
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Virtual private network – VPN is used to enhance the firm’s communications by tying its offices 
together via the Internet. 
 
Voice over internet protocol – Both BC offices and all other remote locations have been integrated 
with VoIP phones for ease of communications. 
 
Customer training – A new formalized training process is in place that details project requirements 
and that requires internal and customer agreement at the end of each training step. 
 
8. Performance Management Experience Curve 
 
The Windward managers have been gaining a great deal of knowledge from their experiences 
implementing PM elements.  The following section details the lessons learned, the difficulties 
encountered and the recommendations offered for potential next steps.   
 
8.1 Lessons learned 
 
The following quotations reflect the thoughts of some department managers during the 
implementation of various PM elements: 
 
 ‘When employees are excited about something, they do a much better job.’ 
 ‘Dealing with people can be difficult at times.’ 
 ‘It is important to put things in a positive light.’ 
 ‘It is difficult to motivate employees by telling them what to do; they have ideas themselves that 
are much better.’   
 
According to one manager, ‘One lesson learned is that the firm strongly needs PM if the company 
wants to go to grow and improve.’   The latter was supported by a second colleague who stated that 
‘PM would be good to have.’  As of December 2004, the firm has already identified various PM 
elements and is working towards the full process. 
 
8.2 Difficulties encountered 
 
In supporting customers, there needs to be interaction with other staff members to resolve problems.  
Yet, internal communications difficulties can cause these problems to escalate.   
 
Determining whether the firm is measuring the right things is a concern for most managers.  
Additionally, although the firm has implemented an extensive software program so employees can 
track their time, it has been difficult at times to motivate employees to change and use the tracking 
software.   
 
8.3 Recommendations 
 
The CEO proposed the two recommendations: 1) recognition rewards and 2) team-oriented profit 
sharing.   
 
Recognition – The CEO would like to introduce more recognition rewards into the feedback process.  
A number of managers readily concur with the addition of nonfinancial as well as financial 
components.  In addition, some managers propose that annual compensation increases should be based 
on performance feedback, and these increases should be directed towards good behaviour. 
  
Profit sharing – The CEO would like to formalize a team-oriented profit sharing plan. 
 
A number of other recommendations from the managers follow.   
 
Stronger customer focus – It was recommended that the firm adopt a stronger customer focus in its 
PM implementation.  The latter, according to one manager, would affirm that customer service is the 
firm’s competitive advantage. Ongoing product knowledge, a better understanding of different 
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verticals, and an understanding of business requirements were suggested for better serving the 
customers. 
 
Future growth plans – It was recommended that those processes needed for managing a firm twice 
the current size should be introduced.  Improved communications and strategic planning were two 
suggestions.  The managers agreed that there is huge potential for this company. 
 
Human resources practices – A number of HR recommendations suggested the following: 1) the 
addition of testing to ‘the culture’ stage of the interview selection process; 2) the introduction of an 
HR plan to facilitate earlier recruitment and training; 3) the implementation of training plans for all 
employees (This recommendation is under development for implementation in January 2005), and 4) a 
differentiation between performing versus underperforming employees.  Since employees are the 
firm’s assets, someone in charge of HR was suggested. 
 
Performance measurements – From a PM perspective, it was proposed that measurements need to be 
meaningful to the firm as well as the employee being measured.  Further, the measurement process 
should facilitate the identification of strengths and weaknesses of employees and be used for 
rewarding employee performance. 
 
 
Sources of Evidence 
 
Interviewee Participants 
Dennis Jacobson, President and CEO 
Derek Gillespie, Product Development Manager 
Bob Arklie, Manager, Customer Relations  
Al Manning, Sales Manager 
Charlene Scott, Training Coordinator  
 
Contact coordinator 
Dennis Jacobson, President and CEO 
 
Other Sources of Evidence 
Windward Software n.d.26, Structured Interview Guide (confidential document). 
Windward Software 2004, Organisational Chart, March 26. 
Windward Software Inc. n.d., Home Page, Available from: URL http://www.windward-software.com 
(Accessed June 2004).  
Windward Software Inc. n.d., Tutorial CD.  
Windward Software Inc. n.d., ‘Windward System Five is a fully integrated point-of-sale software 
package that helps run your business instead of just reporting on it’, System Overview (brochure). 
Windward Software Inc. 2004, Core Values, June 17. 
Windward Software Inc. 2004., ‘Support Queue’ ‘Support Tech List’ & ‘Tech support report’ Support 
Screen Shots (internal examples), June 11. 
Survey of Firm’s Background (Submitted by D. Jacobsen on 17 June). 
 
Approved for release December 27, 2004 
                                                 
26    n.d. is an abbreviation for ‘no date’. 
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APPENDIX H 
 
Case Study 4 
Identec Solutions, Inc. 
 
Identec Solutions, Inc. (Identec) is one of the eight firms selected for this study.  Although the 
management team has limited experience with performance management (PM), the firm’s planning 
needs and its customers’ adherence to quality assurance has resulted in the implementation of some 
PM elements.   
 
The following case study details the firm’s PM practices, its drivers for change, and its foreseeable 
next steps.  The case begins with the firm’s background and the sources of evidence used to gather 
information.  The sections following outline the firm’s PM components and its integration with 
strategic planning, human resource practices, and identified competitive advantages.  Finally, the case 
identifies the lessons learned from the firm’s experience and the potential next steps for Identec 
management. 
 
1. Firm Background  
 
Identec is a privately-owned company that delivers its radio frequency identification (RFID) 
technology through two headquarters, each managed by a CEO.  The firm was founded in Kelowna, 
British Columbia (BC) in 1997, and subsequent private investment resulted in the introduction of its 
technology design and manufacturing to Austria in 2000.  The following case study focuses on the 
Kelowna facility but recognises the Austrian operations where appropriate. 
 
1.1 Firm selection 
 
Identec was purposefully selected for this research project for a number of reasons.  It was initially 
qualified for its geographic location, Regional District of Central Okanagan (RDCO), and for its size, 
formerly between 20 to 49 employees.  Although a restructuring reduced its number of employees, the 
firm currently manages 14 employees and is planning to add one to two more employees before year 
end.  Further, the Kelowna operation manages approximately 20 partners that market, develop and 
deliver full turnkey solutions to customers.  These partners are primarily located in the Americas and 
in the Asia-Pacific countries.  The firm is unique because it manages both employees and partnerships; 
as such, it offers the opportunity to investigate both direct and indirect PM perspectives.  For the past 
four years, the firm has been growing at a rate of 100 percent per year, which made it eligible as a 
growing high technology firm.  Finally, it was selected for the willingness and motivation of its 
management team. 
 
1.2 Products and services offered 
 
Globally, Identec designs, markets and services long-range active RFID systems, which offer real-
time wireless data collection and tracking solutions.  The system components include tags, readers, 
antennas and processing software, all of which are customized to solve specific customer needs.  The 
Kelowna operation develops and sells most of the proprietary software.  The design of hardware items 
and the contracting of manufacturing were consolidated primarily in Austria in 2001.  
 
RFID technology has broad applications, and, as such, the global market opportunities are endless.   
The Kelowna headquarters concentrates on customers and business partners located in North and 
South America and in the Asian-Pacific countries.  Kelowna delivers total systems to major customer 
accounts, and it supports the complete systems delivered by its partners to their clients.  Currently, its 
direct customer accounts are primarily Fortune 100 companies.   
 
(As of November 2004 and January 2005, the firm decided to outsource both installation and support 
services.) 
 
2. Sources of Evidence 
 
Once the interview participants were selected, the experience of each with PM processes was 
confirmed.  The first segment details the process used to select the interview participants; the second 
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outlines the level of overall participant experience with PM, and the third describes the other sources 
of evidence used to validate the facts in the case. 
 
2.1 Participant selection 
 
Four interview participants were determined with the Chairman and President (President) during the 
initial field visit.  The President received a draft letter that introduced the research project and the 
researcher and invited each individual to participate in the study.  The four resulting Kelowna 
participants include the President, the Vice President Technology and CEO (CEO), and two line 
managers.  The firm does not assign its human resource (HR) functions to one specific individual.   
 
2.2 Participant experience 
 
Three of the four interviewees have had several years of individual experience with PM or appraisal 
programs in other firms.  Collectively, the four managers have a variety of PM credentials, which are 
highly beneficial to the study: business and legal education, formal training courses, and PM 
experiences.  Within the team, there is experience with strategically-based plans, skills/learning-
matrices, and career-oriented programs. 
 
2.3 Other evidence available 
 
In addition to the four interviews, five internal documents plus a brief survey were used to gather 
information.  These supporting materials, listed at the end of the case study, provided additional 
evidence for clarifying and confirming the data provided by the interviewees during the months of 
June and July.  
 
3. Performance Management Process 
 
To date, Identec has not implemented a formal PM process.  Nevertheless, the firm has a number of 
PM elements, which have been implemented but not formalized companywide.  The following section 
details the informal and formal elements that are integral to the firm’s PM process.  It begins with the 
reasons for their introduction and identifies the initiator of the process.  It continues with a summary 
of their objectives and their components, and concludes with enhancement plans. 
 
3.1 Why initiated 
 
Historically, the firm has been relatively small and easy to manage on an informal basis.  Nevertheless, 
the firm has implemented a few PM elements in response to several of its major customers’ adherence 
to Six Sigma quality assurance. Accordingly, the firm has been practicing several PM elements 
without actually formalizing them at this stage of corporate growth.  More recently, formal sales 
objectives and plans have been developed and implemented.  These metrics have been identified to 
secure growth opportunities, monitor sales performance and reward employee achievement.   
 
Members of the management team have implemented many of the customer requirements and other 
monitoring metrics.  In addition, the President has an expressed interest in the Balanced Scorecard27 
measuring techniques, many of which have been informally practiced. The recently-hired Director of 
Business Development was instrumental in the development of formal sales objectives and plans.   
 
3.2 Objectives 
 
Even though the PM process itself was described as informal, the following collection of objectives 
was expressed by members of the management team: 
 
 To track annual and longer term organisational growth plans. 
 To identify training and development needs. 
 To determine the incentive compensation. 
 To align employees’ job responsibilities with their job expectations.  
                                                 
27    A book written by Robert Kaplan and David Norton. 
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 To promote a ‘win win’ situation where employee-employer expectations are similar. 
 To make certain that employees enjoy coming to work.   
 
Ultimately, the President plans to implement a Balanced Scorecard approach.   
 
3.3 Components 
 
Until recently, Identec’s PM process has been mainly informal.  More recently, the new Director of 
Business Development has introduced more formal performance initiatives.  Further, the management 
team recognises that PM practices will become more of an issue with the firm’s imminent growth.  
The following components have been identified that directly relate to and represent the foundation for 
a more formal PM process: business plan, performance objectives, team-orientation, and assessment 
of results.  
 
Business plan – For the Kelowna headquarters, the process begins with a business plan, which the 
President develops and revises.  This plan is an important component in developing the annual budget, 
which is used to develop monthly, quarterly and annual financial targets.  These targets, in turn, are 
used to develop sales and other planning measures.  
 
Performance objectives – For their employees, the managers develop weekly, monthly and quarterly 
objectives based on the corporate targets.  The extent to which employees are involved in the 
development of their objectives varies by manager.  Various metrics are employed for determining the 
expected contributions.   
 
Team-orientation – The environment is very team-oriented, and employees are assigned to projects.  
Each project has an associated set of metrics to accomplish. 
 
Assessment of results –Since the firm is small, any issues related to employee performance are 
communicated immediately.  Generally, employees receive feedback through their managers or 
immediate supervisor and directly from peers.  The feedback is usually face to face or, in the case of 
remote employees, by telephone or email.  Successes are communicated electronically or mentioned at 
staff meetings.  Over time, the senior sales representatives have developed measurement processes 
that they use for self-monitoring.  The performance of partners is measured primarily by sales revenue 
and secondly by customer satisfaction.  In addition, competency, skill set and business ethics are 
important considerations.  There is no standardized appraisal form or annual interview process in 
place for employees or partners.   
 
3.4 Planned enhancements 
 
A number of improvements are in process.  For example, the President is considering a Balanced 
Scorecard set of measures.  As a result, there has been an increased focus on whether the firm’s 
strategy is addressing its customers’ needs. Although the firm is continually developing its product 
applications, it is ‘just starting to scratch the surface’ on providing ‘an ethic of training and 
progression’.   
 
In 2005, the firm will be implementing new software, which will integrate its network, and formalize 
a corporate standard.  Globally, all managers and employees, including partners, will be able to access 
and monitor all accounts and their ongoing status.  The latter will provide for self-evaluation of 
performance and added feelings of empowerment. 
 
4. Strategic Business Planning 
 
Identec has a business plan and a number of strategic management components.  The following 
section briefly details the plan’s components and their roles in the PM process. 
 
4.1 Plan components 
 
The CEO described the culture of the firm as ‘very dynamic and intimate’.  This culture is supported 
by the following strategic and business planning components: mission, corporate goal and business 
plans. 
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Mission – The mission of Identec Solutions is to provide innovative wireless data-capture technology 
solutions for information management in supply chain, logistics and production applications. 
 
Corporate goal – The firm’s goal is ‘to become the leading global supplier of choice for user-friendly, 
robust RFID systems’ and, as such, to establish itself ‘as the world leader in long-range RFID-based 
tracking and control systems in terms of both revenue and market share.’  
 
Strategies and plans – The firm’s business plan encompasses the global activities of the Kelowna 
headquarters.  This plan is an important component of the budget, which is monitored monthly.  The 
Kelowna headquarters is in the process of enhancing its focus on marketing and sales.   Previously, 
the firm was more design (hardware and software) and engineering-oriented.  The shift in emphasis is 
evidenced by an increased investment in marketing and sales resources.   
 
This shift to a marketing focus has resulted in internal growth.  For example, three months ago, the 
firm hired a Business Development Manager to enhance its sales focus28, improve its market 
positioning, and identify and target strategic accounts.  Although the firm is still technically-focused, 
according to the new manager, ‘the commitment level to sales is the highest it has ever been,’ and ‘the 
focus on customer markets is more planned and personal.’   
 
Identec has an established global partner network for growing its potentially vast market.  As a result, 
the sales activities of partners are important to the firm’s business planning as well.  For new partners, 
the firm has ‘raised the bar’ dramatically.  Nevertheless, it plans to maintain and cultivate those 
partner relationships that are aligned with its business interests. 
 
4.2 Role in performance management process 
 
From a strategic perspective, every employee is made aware of the firm’s clients and of its delivered 
applications.  Further, the firm communicates its potential opportunities and successes, as well as its 
challenges and failures to employees.  The business plan provides the basis for objectives and metrics 
determined by managers with or for employees.  The extent to which the process is formalized varies 
by manager.  
 
Business partners are required to submit sales forecasts, which are used for monitoring revenues and 
other sales activities. 
 
5. Human Resource Management 
 
Identec does not have an individual assigned to its HR function.  However, the executive team and 
individual managers supervise various the HR programs.  The following section begins by identifying 
HR practices that potentially interrelate with the firm’s PM process.  It continues with the effects of 
the firm’s growth on the development of its workforce and concludes with the interaction between the 
firm’s HR programs and its PM process.    
 
5.1 Supporting practices 
 
The following HR programs have been identified as directly or indirectly enhancing the firm’s PM 
process: recruitment and selection, orientation, job rotation and compensation. 
 
Recruitment and selection – Identec has been developing a more structured selection process for job 
and partner candidates.  The process aims for consensus among the interviewers.  Well-qualified 
technical people are accessible from the local market, and experienced sales applicants are readily 
available in the U.S. market.  The CEO does not foresee any attraction difficulties in the near future.   
 
Orientation – New employees receive approximately two weeks of on-the-job training because most 
positions require very specialized technical knowledge.  Managers and other experienced employees 
                                                 
28   As of December 2004, the Business Development Manager hired an Inside Sales Representative. 
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conducted the training.  Partners attend in-house training courses and learn to become resellers and 
integrators of the product. 
 
Job rotation – Although technical employees are assigned to specific projects, they are often involved 
in the work of every project.  As such, these employees are consciously rotated through various 
positions, so knowledge is shared; learning includes all aspects of the firm, and the team is stronger in 
the long term.   
 
Compensation – Annual compensation increases are not explicitly tied to performance, but informally 
they are considered to be ‘one in the same’.  Commission-based sales incentives currently exist; the 
executive team also receives incentive compensation.  The firm offers a stock option plan to 
employees. 
 
5.2 Effects of growth on workforce development  
 
Four years ago, the firm experienced shrinkage in its workforce.  Since then, it has been growing at a 
planned rate.   
 
Decreasing rates of growth – With the odd exception, employees have only been asked to leave 
because business did not develop as quickly as planned.  Further employee shrinkage occurred from 
restructuring and eliminating duplicative activities – when design was largely moved to Austria.   
 
The reduction in employee numbers was communicated at a group meeting so that everybody 
understood the reasoning.   Leaving employees were treated with sensitivity, and those who remained 
were satisfied that the management had been forthright with the entire staff.  It was really challenging 
because half the number of employees were required to accomplish the same amount of work.  This 
reduction resulted in a move towards ‘generalist’ roles. 
 
Increasing rates of growth – Since the downsizing, growth has not posed any difficulties in terms of 
attracting employees.  Although specific skill sets are important for technical employees and 
experience is necessary for sales representatives, all new employees require in-house training for 
understanding the technology requirements. 
 
5.3 Integration with performance management process  
 
The firm has been developing a more structured selection process, because it recognises that attracting 
the ‘right’ personnel is a key factor for performance.  Additionally, the firm’s orientation and job 
rotation programs are focused towards increasing employee performance and partner sales.  
 
6. Competitive Advantage 
 
Identec’s marketplace is very broad and highly growth-oriented.  Its RFID technology is relatively 
new and in an emerging market.  Since growth projections are in the tens of billions of dollars, one of 
the firm’s challenges is to harness the endless opportunities by selecting appropriate applications for 
its technology. 
 
The following section begins with the type and scope of the firm’s competitive advantage.  It 
continues with the role of human capital in building its advantage, and concludes with the contribution 
performed by its PM process.  
 
6.1 Types and scope 
 
Identec’s technology is leading and likely the most robust and flexible RFID technology in the world.  
Its products and systems are feature rich and difficult to replicate.  Its products have advantages over 
competitive systems for the following reasons: 1) its RDIF systems can read farther distance, and 2) 
its product performance is better than that of its rivals.  Its patented Intelligent Long Range® (ILR®) 
RFID-based technology was introduced quickly to the marketplace to establish market leadership.    
 
The firm invests in research and development (R&D) to maintain its technological advantage.  The 
European headquarters is constantly researching advances that enhance performance of the hardware 
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technology, and the Kelowna headquarters is continuously refining software to remain in front of its 
competition.  The firm intends to maintain its competitive edge by constantly improving its systems’ 
designs and features and by providing value-oriented, feature-rich data capture solutions. 
 
The firm is very responsive to its customers’ needs and has a ‘passion’ for delivering products that 
succeed in meeting these expectations.  This customer-focus is attracting very key accounts, such as 
Volkswagen; in addition, the firm’s experience with large customers is becoming an advantage in 
itself.   
 
Identec’s RFID technology is priced at the higher end but, nonetheless, is competitive.   
 
6.2 Role of human capital 
 
People are absolutely essential to Identec’s business.  According to the President, Identec would not 
be in business without the intellectual capital that resides in its people.  The CEO concurs by stating 
that ‘it is the people surrounding the technology that make customers want to do business with us.’    
 
Since by nature Identec’s knowledge requirements are very specialized, management invests heavily 
in on-the-job training for new employees.  All employees – programmers, engineers, implementers, 
project managers, sales representatives – require varying degrees of specialized know-how.  Everyone 
in the firm understands how the technology performs. 
 
According to the line managers, this organization is special because employees are eager to deliver 
quality products that keep customers happy and continue to attract new customers. 
 
6.3 Contribution by performance management 
 
Internally, every employee is made aware of the firm’s clients and of its delivered applications.  
Further, the firm communicates potential opportunities and successes to employees.   
 
Externally, the firm communicates its technology and customer successes and other significant events 
in three main ways: 1) as part of the sales process, 2) through its Website, and 3) with press releases.  
Identec has been particularly successful in obtaining key third-party endorsements. 
  
7. Feedback Mechanisms 
 
A number of mechanisms at Identec integrate its informal PM elements.  The following section 
discusses these mechanisms under two headings: network of meetings and other communications 
channels.   
 
7.1 Network of meetings  
 
The organisational structure is team-oriented, and these teams communicate through a network of 
meetings. 
 
Global meetings – At the sales and marketing and CEO levels, the Austrian and Canadian 
headquarters communicate quarterly in-person.  In addition, contact by telephone and e-mail occurs 
on a daily basis.   
 
State of the nation – Regular ‘state of the nation’ meetings are held at least monthly and are used to 
update all staff members on developments regarding products, customers and new installations.  
Further, employees are apprised of financial performance and other issues currently affecting the firm.  
Employees are encouraged to raise questions and receive answers. 
 
Group meetings – Semi-weekly and weekly meetings occur in a number of areas of the firm so that 
the information is common to all.   
 
One-on-one meetings – Most of the firm’s communication with partners is on an individual basis and 
is face-to-face where travel permits it.  Contact is fairly regular because partners’ sales activities are 
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important to the firm’s business planning. Otherwise, important information is posted on the firm’s 
Website and accessed by password. 
 
Ongoing meetings – On a daily basis, members within the engineering and software groups are 
constantly sharing ideas.   
 
7.2 Other communication channels 
 
The firm uses the following other communications vehicles to enhance its network of meetings. 
 
Intranet system – A global Intranet system is used for communicating the details of new sales 
opportunities, prospects and current projects.  It is available 24/7 to everyone in the company.   
 
E-mail – All new developments and new contracts are communicated to all employees via e-mail.  
Significant communications flow to and from Austria via e-mail as well.  
 
8. Performance Management Experience Curve 
 
Throughout the implementation of the firm’s PM elements, the managers have enhanced their 
experience with the PM process.  The following section details lessons learned and difficulties 
encountered, and it compiles the managers’ recommendations for next steps. 
    
8.1 Lessons learned 
 
Although there is a built-in quality assurance program in effect as a result of government licensing 
requirements, more independent testing of the software needs to be addressed. 
 
Feedback from various stakeholders – customers, employees, contractors, shareholders – requires 
continuous attention and integration into the PM process.   
 
8.2 Difficulties encountered 
 
Although the process for selecting partners has been refined recently, there is still the challenge of 
managing these integrators on an ongoing basis.  In the Canadian company, only a handful of the two 
dozen integration partners are really performing well. 
 
If there is no process, many individuals do not realize how well or how poorly they are performing.  
Further, the appraisal process is uncomfortable for most managers and employees ‘until they have 
done it awhile and it becomes more natural.’ 
 
8.3 Recommendations 
 
The President would like to implement the four elements in the Balanced Scorecard methodology.  It 
would address his concerns about implementing the ‘right’ measurable numbers, carrying sales 
growth and customer successes forward, and employing effective control processes.   
 
PM structure – The CEO prefers a less formal PM structure because of the firm’s mode of operation, 
its single layer of management, and the employees’ ease of access to ‘bosses’.  Nevertheless, the CEO 
and others recognise a need for regularly scheduled, one-on-one employee sessions to review past 
performance and discuss future career paths.  In the words of one line manager, ‘PM is good for the 
company; it’s good for the individual.’   
 
Suggested next steps – The line managers recommended a number of improvements for moving 
forward: 1) quality assurance procedures, 2) growth management, 3) partner management, and 4) 
more accountability.  The President recommended additional follow-up with customer satisfaction 
surveys.   
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Sources of Evidence 
 
Interviewee Participants 
John E. Kingsmill, Chairman and President 
Barry Allen, CEO and VP Technology  
Ray Braun, Vice President, Operations 
Roderick O’Keefe, Director Business Development 
 
Contact coordinator 
John E. Kingsmill, Chairman and President 
 
Other Sources 
Identec Solutions, Inc. n.d.29, Authorized Systems Integrator Questionnaire (internal document)) 
Identec Solutions, Inc. n.d., ‘Executive Summary’, Confidential Business Plan, pp.5-7 (internal 
document). 
Identec Solutions, Inc. 2004, Home Page (16 June), Available from: URL http:// identecsolutions.com 
(Accessed 20 July 2004). 
Identec Solutions, Inc. 2004, ‘Inside Sales’, Job Description (internal document). 
Identec Solutions, Inc. 2004, ‘Sales strategy’ and ‘Supporting sales strategy’, Q-2 2004 (internal 
document). 
Survey of Firm’s Background (Submitted by J. Kingsmill on 30 June 04). 
 
 
Approved for release December 17, 2004 
                                                 
29    n.d. means ‘no date’. 
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APPENDIX I 
 
Case Study 5 
Northern Airborne Technology Ltd. 
 
Northern Airborne Technology Ltd. (NAT) is one of eight firms selected for this exploratory study.  
Not only has its management team had various degrees of experience with performance management 
(PM) programs, but all of the team members have also been actively involved for the past year and a 
half with the firm’s newly implemented process.   
 
The following case study details NAT’s new PM process, the drivers behind its initiation, and the 
plans for the new process.  The case begins with the firm’s background and the sources of evidence 
used to gather the information.  The sections following outline the PM process and its integration with 
strategic planning, human resource management and identified competitive advantages.  Finally, the 
case identifies the lessons learned from the firm’s experience and some potential next steps for NAT 
management. 
 
1. Firm Background  
 
NAT, incorporated in 1979, manufactures and markets its specialized aircraft communications at its 
headquarters in Kelowna, British Columbia (BC) and manages a second engineering facility in Seattle, 
Washington (WA).  In 1992, the privately-owned firm was purchased by the Chelton Group of 
Companies in the United Kingdom (UK), which in turn is owned by a large aerospace company in the 
UK – Cobham PLC.  
 
The firm’s background section includes two segments.  The first one describes and justifies the 
process followed for selecting NAT for this research study.  The second briefly discusses its products 
and services, and its current and future markets.   
 
1.1 Firm selection 
 
NAT was selected for this research project for a number of reasons.  It was initially qualified for its 
geographic location, the Regional District of Central Okanagan (RDCO), and for its size of 50 plus 
employees in this location.  Over the past 10 years, the firm has grown dramatically, but consistently, 
which has increased its number of employees from 20 to over 120.  The latter qualified the privately-
owned firm as growing in the high technology sector.  The firm was somewhat unique in its 
application of PM within a manufacturing, as opposed to software development, environment.  Finally, 
NAT was selected for its experience with a companywide PM process and for the willingness and 
motivation of its managers.  
 
1.2 Products and services offered 
 
NAT is a leading manufacturer of specialized aircraft communications equipment: audio management 
systems, tactical FM communication systems, intercom systems, PA & loudhailer systems, data 
interface accessories, satellite communication systems, and emergency response beacons.  The firm 
controls its quality standards by designing, developing, manufacturing and testing 95 percent of its 
products in-house; the remaining percentage is contracted to specialized manufacturers.  From a 
service perspective, the firm’s product support department employs knowledgeable personnel who are 
readily available. 
 
In response to industry demands, NAT invests in research and development (R&D) for its avionics 
and electronic products.  The firm has a reputation for its design quality, and it customizes its products 
to meet its customers’ needs.    
 
In addition to its contracting relationship with Chelton UK and Cobham PLC, the firm retains most of 
its marketing and sales function in its Kelowna headquarters. 
 
2. Sources of Evidence 
 
Once the firm was selected, interview participants were identified, and the experience of each with 
PM processes was confirmed.  The first segment details the process used to select the interview 
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participants; the second describes the level of overall participant experience with PM, and the third 
outlines the other sources of evidence used to validate the facts in the case. 
 
2.1 Participant selection 
 
The interview participants were selected following the initial field visit.  Once the President agreed to 
the firm’s participation, the Human Resources (HR) Manager selected and approached three 
department managers to contribute to the study.  Once introduced to the study and the researcher, the 
President, the three department managers and the HR Manager agreed to participate. 
 
2.2 Participant experience 
 
Although previous experience of the NAT management team with PM is somewhat varied, all have 
been actively involved with the new program for the past year and a half.  Additionally, two of the 
line managers have conducted departmentally tailored appraisals with their employees, at least 
annually.  As well, the HR Manager had worked extensively with PM programs, in a 
telecommunications firm; the process spanned management and union employees and rewarded 
financially based on performance.   
 
2.3 Other evidence available 
 
In addition to the five interviews, six internal documents plus a brief survey were used to gather 
information for the case.  These supporting materials, listed at the end of the case study, provided 
additional evidence for clarifying and confirming the data the interviewees provided during the month 
of June. 
 
3. Performance Management Process 
 
Historically, NAT has had experience with PM programs, but until recently, there had been no 
companywide consistency.  Up to this point, PM practices were very informal, and managers used 
various methods from nothing to simple rating scales.  Over one year ago, the firm developed a new 
companywide process, the implementation of which was transitioned over a three-year period.   
 
The following section details the firm’s new companywide PM process.  It begins with the reasons for 
its introduction and the initiator of the process.  It continues with a description of its objectives, its 
components and its enhancement plans.   
 
3.1 Why initiated 
 
Steady growth over a 10-year period made it very difficult for one department at NAT to compare its 
salary practices with another.  The latter prompted the firm to invest in a compensation consultant 
who recommended changes to the compensation package, one of which was to overhaul the profit 
sharing scheme and relate it to pay and performance.  Up to this point, all eligible employees received 
the same amount of quarterly bonus regardless of salary earned, length of service, or level of 
performance.  The proposed reallocation of profit sharing bonuses was one of the initial reasons for 
the new companywide PM process.   
 
The President accepted the consultant’s profit-sharing recommendation. To meet the needs of the new 
profit sharing plans, the HR Manager introduced and developed a formal PM process.  The line 
managers have been implementing the new process for the past year and a half. 
 
3.2 Objectives 
 
The first six PM objectives were consistently presented by the firm’s five management participants: 
 
 To connect profit sharing plan allocations with employees’ performance results.   
 To recognise employees who had demonstrated exceptional performance. 
 To identify employees’ skills and behaviours needing improvement.  
 To highlight training or development needs.   
 To provide input for companywide promotions. 
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 To assure standardization and consistency throughout the company.  
 
The HR Manager contributed two additional objectives for the companywide PM process:  
  
 To determine a probationary employee’s suitability for an offer of permanent employment.  
 To maintain well-documented annual reviews for legal reasons. 
 
Changes to profit sharing allocations were phased over a three-year timeframe.  At this stage, the new 
PM process has been implemented for approximately one and a half years.  
 
3.3 Components 
 
The components that frame the PM process at NAT are in their second year of implementation.  The 
Annual Review Worksheet (ARW) template, which identifies a number of the components, was 
developed by the HR Manager, but each department manager has been responsible for completing and 
refining it annually.   
 
The following ARW and other PM components were highlighted by the interviewees: corporate goals 
and objectives, major responsibilities, performance objectives, results achieved, behaviour 
demonstrated, development plans, team-orientation, formal appraisals, and quarterly profit sharing. 
 
Corporate goals and objectives – The participating interviewees referred to corporate goals and 
objectives.  They were described as long-term, very large and loosely defined, and sales and 
profitability-focused.   
 
Major responsibilities – One of the initial steps in the process was to examine the job descriptions for 
each position.  Once approved by the manager, these descriptions were submitted to an in-house 
committee for evaluation to determine job levels.  The major responsibilities from the job description 
are documented on the ARW, percentage weighted, and then, used to develop performance objectives 
for each employee. 
 
Performance objectives – Each manager establishes and weighs the performance objectives for each 
employee.  Some managers encourage their employees to provide input to these objectives.  These 
weighted objectives are documented on the ARW and add to 100 percent.  It is up to the line managers 
to ensure that these objectives are consistent with the firm’s goals.  There has been a real attempt to 
quantify these objectives wherever possible. 
 
Results achieved – The employee’s outcomes in meeting the stated objectives are recorded first as 
comments; these comments are evaluated using a one to five rating factor30.  A companywide database 
tracks many of the relevant metrics for many positions.  The percentage assigned to each objective is 
multiplied by its rating to determine a weighted average; these averages are totalled to one number.  
Employees are expected to perform above average in comparison to other industries.  The annual 
performance results along with other factors are used for promotional decisions. 
 
Behaviour demonstrated – Behavioural observations do not have any bearing on the overall 
performance rating but are used to identify employee development needs. 
 
Development plans – Line managers initiate employee training and development, but formal training 
courses are sometimes sourced and tracked by the HR Manager. 
 
Team-orientation – Some of the formerly ‘one project-one person’ approaches have been more 
recently oriented towards team profiles, which have been advantageous for larger projects.   
 
Formal appraisals – Quarterly and annual performance reviews are part of the planned process.  
Some managers conduct full reviews on a semi-annual basis but use more informal reviews for the 
other two quarters. The process is initiated by completing the companywide worksheet.  The quarterly 
                                                 
30     Rating factors are 1 = far below standard, 2 = below standard, 3 = at standard, 4 = exceeds 
standard and 5 = far exceeds standard. 
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reviews are scheduled according to the calendar year.  The final weighted grade is used to compare 
one employee to another.   
 
The President does not conduct formal reviews with managers who report directly to him but, instead, 
works closely with them and monitors their performance through feedback from sister companies and 
other frequently contacted organizations. 
 
Quarterly profit sharing31 – The firm’s profit sharing plan was one of the driving forces for the 
companywide PM process.  Although the current plan is directly related to salary level and 
performance results, it is only in its second of three implementation years. Last year, ten percent of the 
bonus was shared equally, and five percent was based on salary and performance; this year, five 
percent will be equally distributed, and ten percent will be variable.  The transition will be completed 
next year when the full 15 percent will be distributed based on salary and performance.  The profit 
sharing bonus is distributed quarterly to eligible employees – those with one or more years of 
permanent employment.   
 
3.4 Enhancement plans 
 
Currently, the firm is in the second year of its three-year profit-sharing transition.  In January 2005, 
the HR Manager confirmed that the profit-sharing transition would be completed in April 2005.  
According to the President, ‘The jury is still out on whether performance-related pay will be a 
motivating factor to employees.’  Further, he anticipates ‘that it will be difficult to measure as well.’  
At the moment, the focus is on full implementation and more experience with the revised plan. 
 
The only team-oriented enhancement plans are those initiated intra-departmentally.  According to the 
President, there is no team focus to the PM process as yet; nevertheless, there is some expressed 
interest in group as opposed to individual outcomes on the part of some line managers.  
 
As the PM process matures, it will be used to identify employee development needs and to monitor 
the effectiveness of training programs. 
 
4. Strategic Business Planning 
 
NAT has financial objectives and broad strategies that guide its new PM process.  The following 
segments briefly detail the components and their role in the new PM process. 
 
4.1 Plan components  
 
The following strategic management components were identified as important to the firm’s PM 
process: quality policy, objectives, and strategies.   
 
Quality policy – NAT has a quality policy statement that the interviewees frequently reiterated by and 
seems to reflect the firm’s ‘vision’ or ‘mission’.  It states that ‘It is our (NAT’s) policy to provide 
products and services that meet or exceed our customers’ requirements’.   
 
Objectives – The firm has specific financial corporate objectives that are related to sales and 
profitability. 
 
Strategies – The firm has broad strategies on how to achieve its goals, one of which is an acquisition 
strategy.  Finding the markets for its products is not a major issue for NAT; its concerns are more 
around scheduling and meeting delivery dates. 
 
4.2 Role in performance management process  
 
According to the HR Manager, ‘To maximize the effectiveness of the PM process, the firm needs to 
make sure that departmental and individual objectives are consistent with the broad objectives of the 
organization.’  To date, the PM process has assisted with the implementation of quality objectives.  
                                                 
31    The profit sharing pool for the Canadian operation is 15 percent of net income after tax. 
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The performance appraisal component has assisted with the measurement and record-keeping of 
accuracy and workmanship standards.   
 
5. Human Resource Management 
 
NAT has a dedicated full-time HR Manager who develops, coordinates and administers companywide 
HR plans and programs.  Line managers, on the other hand, implement many of these HR programs. 
 
The following section begins by highlighting the HR practices that support the firm’s PM process.  It 
continues with the effects of growth on workforce development, and concludes with the integration 
between the firm’s HR function and its new PM process. 
 
5.1 Supporting practices 
 
The following HR plans and programs have been identified as directly or indirectly enhancing the 
firm’s new PM process. 
 
Job descriptions – Job descriptions are reviewed at least annually and more often for interim changes.  
Line managers recommend job reviews to a Job Committee through the HR Manager.   
 
Recruitment and selection – The HR Manager pre-screens all candidate résumés.  The firm has found 
it easy to attract skilled employees because it provides attractive opportunities for local as well as 
other university-college electronic engineering diploma or degree graduates.   
 
Training – Primarily, employees are trained on-the-job about electronics and the manufacturing 
quality required for the aircraft industry.  Both internal and external training programs are utilized to 
meet training requirements.  The HR department tracks formal training programs. 
 
Performance evaluations – The HR Manager developed the companywide ARW.  As requested, the 
HR Manager works closely with the managers concerning employee requirements and evaluations.  
Further, evaluation results are discussed with the HR Manager prior to submission to the President.  
All new hires receive a formal review at the end of their probationary period.  
 
Succession plans – A formal succession plan does not exist; nevertheless, previous performance 
reviews have been used to identify likely candidates. Typically, employees progress through a number 
of departments and select from various career directions.   
 
Annual compensation – Following the compensation consultant’s recommendation, all job 
descriptions are reviewed and assigned a grade level with a minimum, mid-point and maximum salary 
range.  These ranges are adjusted annually for inflation.  Additionally, line managers are allotted 
annual dollar amounts for awarding employees’ salary increases within the assigned salary ranges.  
The package also includes the profit sharing bonus and a good benefits plan.   
 
5.2 Effects of growth on workforce development  
 
During its existence, NAT has only experienced expansion of its workforce.  The following segment 
describes some of the workforce challenges that result from business growth.     
 
Increasing rate of growth – NAT has grown steadily over the past 10 years, from just over 20 people 
to about 120.  At times, the growth has created difficulties throughout the firm.  Other times, there 
were no difficulties in attracting qualified employees because of the firm’s location in Kelowna, its 
stability of employment, and its caring attitude towards employees.  Within the Kelowna labour 
market, NAT is one of the most attractive employers.   
 
Decreasing rate of growth – NAT has never had a year where it declined or was forced to lay off its 
employees. 
 
5.3 Integration with performance management process  
 
The HR Manager developed and facilitated the implementation of the firm’s new PM process.  As a 
result, both annual compensation increases and quarterly profit sharing allocations have been 
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integrated intentionally with the PM process.  According to the line managers, employees prefer a 
structured system, where salary grades and potential increases are known.   
 
A number of other HR programs interact with the new PM process.  For example, according to the HR 
Manager, the new PM process has assisted in identifying employees for offers of permanent 
employment.  Further, the new process enhances employee development and training plans and 
informally assists with promotional considerations and succession planning.  Finally, the 
companywide ARW has improved the reliability and consistency of performance reviews throughout 
the firm.  
 
At NAT, integration between HR plans and programs and the PM process will continue, because the 
HR Manager and the line managers are all members of the management team, which meets monthly.  
 
6. Competitive Advantage 
 
NAT has few rivals that focus on avionics, and, more specifically, on the helicopter niche market.  
Not only does the firm ‘hold a pretty solid edge’ in audio products, it has also ‘bought up’ its major 
audio competitors, which gives it ‘an even bigger edge’.  Its radio products are also strong overall, and 
many of its other products do not have a direct competitor.  No other companies worldwide compete 
with NAT on its range of products, which makes the firm unique. 
 
The following section begins with the type and scope of the firm’s competitive advantage.  It 
continues with the role of human capital in building its advantage, and concludes with the contribution 
performed by its PM process.   
 
6.1 Types and scope 
 
NAT has enjoyed a singular reputation for producing quality products that are reliable.  As one 
manager pointed out, the firm’s inspection is at 100 percent, but for the aircraft industry, this is not so 
distinctive.  Nevertheless, if price is not the issue, customers realize the products have superior 
performance. 
 
One of NAT’s competitive advantages is clearly how to customize its products.  Not only is the firm 
extraordinary at design, it is also one of the few firms that designs and manufactures its products in 
one location, which is an advantage.   
 
A second competitive advantage is product servicing; NAT has been highly recognised in this area.  
The firm employs product support personnel who are knowledgeable and readily available; it is not 
averse ‘to giving stuff away to make happy customers’.  Additionally, the firm has a reputation for 
fast turnaround times and very economical repair prices.    
 
Other advantages are that NAT has been in business for 25 years.  Further, its relationship with 
Chelton Electrostatics and Cobham PLC, both in the UK, is an advantage globally.  Each will bid on 
major contracts knowing that NAT in Kelowna is an expert in some part of the job.  
 
6.2 Role of human capital 
 
NAT's reputation for building quality custom products has been attributed to its extraordinary design 
talent and other specialty areas. The latter leads to a competitive edge because these employees design 
products that are a notch better that those of the competitors.  Product Support employees have been 
described as ‘worth their weight in gold’.  According to the President, there is ‘a willingness to go that 
extra mile’ in the firm. 
 
Retention has been a key factor in developing the experience base and required skill sets.  For 
example, there is a correlation between lower costs on repairs and staff who have progressed through 
the firm’s repair stations.   
 
6.3 Contribution by performance management 
 
At least one manager views a consistent PM system with companywide procedures as a competitive 
advantage.  In the review cycle, managers do not hesitate to convey employees’ performance strengths. 
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With new hires, the HR Manager communicates the firm’s competitive advantages during the 
selection process. 
 
7. Feedback Mechanisms 
 
A number of mechanisms at NAT integrate its PM process with HRM and other planning processes.  
The following section discusses these mechanisms under two headings: network of meetings and other 
communications channels. 
 
7.1 Network of meetings  
 
NAT has a number of meetings, which it uses for enhancing communications throughout the firm. 
 
Management meetings – The management team (10 members of which 7 to 8 are direct reports) 
meets monthly; the meetings are fairly structured, with minutes.  
 
Production meetings – There are weekly production meetings that the three production managers, 
materials manager, and two sales coordinators attend. 
 
Department meetings – Department meetings are scheduled monthly.   
 
All-employee meetings – All employees meet monthly to communicate results, future prospects, and 
other news items.  New hires are introduced at these meetings. 
 
Specific meetings – A number of specialty meetings, such as safety and quality board are scheduled as 
needed.   
 
7.2 Other communication channels 
 
The firm uses the following other communications vehicles to enhance its network of meetings. 
 
Open door policy – Most managers maintain an ‘open-door’ policy where employees are always 
welcome. 
 
Intranet and bulletin boards32 – These media communicate company news and introduce new hires.  
These channels are also used to post job opportunities and social events. 
 
8. Performance Management Experience Curve 
 
Throughout the implementation of the new PM process, managers have enhanced their experience 
with the PM process.  The following section details lessons they learned and difficulties they 
encountered, and it compiles the managers’ suggestions for the next steps. 
 
8.1 Lessons learned 
 
When a new PM process is first implemented, managers experience a steep learning curve. Even 
though the forms are formalized and standardized, every person is motivated differently, and, as such, 
the process needs to be individualized to each employee.  According to one line manager, the PM 
process works as a motivational tool for the majority of the group members. 
 
By executing PM well, the firm has opportunities to highlight its star performers, identify what makes 
them star performers, and motivate others to emulate their performance.  For this reason, it is 
important to conduct performance appraisals more than once per year; twice per year is a minimum. 
 
Records of quantitative results are important for completing employees’ performance reviews, 
because the results of the reviews influence future performance and compensation.  Further, qualified 
                                                 
32   Bulletin boards are not e-based; they exist in all of the break-rooms and elsewhere.  All employees 
do not have the Internet or Intranet available to them.   
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employees want to feel that they are being treated fairly in comparison to other companies in the 
Okanagan and elsewhere.   
 
When the firm transitioned to the new approach, a very positive turnaround resulted.  The 
formalization and structure of the new PM process has reduced the disparity of wages within and 
between departments. 
 
First time through, the process takes a lot of time, and, as such, it takes a lot of coaching initially.  
Nevertheless, it gets easier every year because the managers become more skilled with ‘how to set 
objectives’.  In addition, some managers have been allowing their employees to set their own 
objectives, which is empowering.   
 
Another lesson is that the firm should have started this process earlier. 
 
The importance of protecting the firm’s investment in its employees was an important consideration 
when implementing the revised profit sharing allocation. 
 
8.2 Difficulties encountered 
 
When implementing a change to the bonus allocation, there was unrest even though the firm ‘tried 
hard to be open and to explain everything.’  The transition from equal profit-sharing bonuses to 
allocations based on salary and performance created some animosity among the lower-paid employees 
even though base salaries were adjusted over the three years to accommodate changes to the bonus 
allocations.   
 
Department size was identified as a limiting factor for compensation increases; in smaller groups, for 
one employee to be rewarded, another has to do poorly and fall below the mean. 
 
Initially, some managers were more generous with performance ratings than others.  This discrepancy 
presents a difficulty because the ratings are used for compensation.   
 
8.3 Recommendations 
 
Collectively, the participants had a number of suggestions for the firm’s new PM process. 
  
Companywide guidelines – Guidelines for weighing the ARW responsibilities and performance 
objectives and for conducting the reviews would be helpful to the process.  At the moment, there is no 
harmonized format; it depends on the style of the manager.   
 
Consistency – More consistency is recommended as to how performance is rated.  Some managers 
believe the ratings are based too frequently on opinions instead of quantitative results; on the other 
hand, others feel that morale and other subjective factors are equally important, just not as measurable.    
 
Frequency – It was suggested that the number of reviews should be formalized throughout the firm – 
whether quarterly or semi-annually. 
 
Corporate focus – It was suggested that there needs to be a better way to link functional areas to the 
top level corporate objectives.   
 
Measures – It was proposed that the firm would benefit positively from group and departmental, as 
well as individual, performance measures.  Further, at least one manager expressed interest in self-
monitoring measures where employees can view the immediate results and track the end results of 
their work.   
 
 
Sources of Evidence 
 
Interviewee Participants 
Steve Brunsden, President 
Todd Donison, Tac/Com Production Manager 
Maurice LeNoble, Hardware Development Manager 
Daryl Shauer, QA/Operations Manager 
Tim Reis, Human Resources Manager 
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Contact coordinator 
Tim Reis, Human Resources Manager 
 
Other Sources  
Chelton n.d.33, Overview of the Chelton Group (booklet). 
NAT 2004, Employee Performance Review – Policy and Procedure, Rev. 1.1 (January) (internal 
document). 
Northern Airborne Technology n.d., Home Page, Available from: URL http://www.northern 
airborne.com (Accessed 20 July 2004).  
Northern Airborne Technology Ltd. n.d., Organisational Chart (internal document). 
Northern Airborne Technology Ltd. 2004, Annual Review Worksheet (ARW), 7 Aug. (internal 
document). 
Northern Airborne Technology Ltd. 2004, Product Guide: Specialized Aircraft Communications 
(brochure). 
Survey of Firm’s Background (Submitted by T. Reis on 22 June 2004). 
 
Approved for release January 13, 2005 
 
 
                                                 
33    n.d. means ‘no date’. 
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APPENDIX J 
 
Case Study 6 
Progressive Solutions Inc.  
 
Progressive Solutions Inc. (Progressive Solutions) is one of eight case studies selected for this 
Okanagan study of high technology firms.  Its management team consists of long term employees, all 
of whom are familiar with a number of enhancements to the firm’s performance management (PM) 
processes. 
 
The following case study details Progressive Solutions current PM process, its drivers for change, and 
its planned enhancements as of June 2004.  The case begins with the firm’s background and the 
sources of evidence used to gather information.  The sections following outline the firm’s PM process 
and its integration with strategic planning, human resource practices, and identified competitive 
advantages.  Finally, the case identifies the lessons learned from the firm’s experience to date, and the 
potential next steps for its management.   
 
1. Firm Background  
 
Progressive Solutions is a privately-owned Canadian firm that delivers software products and services 
through two Canadian offices and a third in the United Kingdom (UK).  The President, the finance 
and accounting, and the sales and marketing functions are headquartered in Richmond, British 
Columbia (BC).  The product development centre in Vernon BC manages research and development 
(R&D), software programming, quality assurance, documentation, implementation, and support.  The 
firm has been in business since 1989.   
 
The firm’s background section includes two segments.  The first one describes and justifies the 
process followed for selecting Progressive Solutions (Vernon) for this research study.  The second 
briefly discusses its products and services and its current and future markets. 
 
1.1 Firm selection 
 
Progressive Solutions was purposefully selected for this research project for a number of reasons.  It 
was initially qualified for its geographic location in the Regional District of North Okanagan (RDNO) 
and for its size, currently between 20 to 49 employees in the Vernon operation.  The firm qualified as 
a stable and growing high technology firm, since it was able to withstand the most recent round of 
dot-com shrinkage faced by many other high technology firms.  During this difficult period, the 
President focused the firm’s people and resources on R&D efforts and on additional product 
functionality.   
 
The firm was an excellent candidate because it has had extensive experience with enhancing its PM 
processes.  Further, its line and Human Resource (HR) managers have learned and grown personally 
from the improvements to previously implemented performance practices, and they exhibited a 
willingness and motivation to support this study.   
 
1.2 Products and services offered 
 
Progressive Solutions specializes in highly complex but configurable software: Fiber Track, Lumber 
Track, Timber Track and bisTrack.  These products offer procurement, inventory control, production 
management, and logistics solutions to the forest products industry.  Lumber Track and Timber Track 
are specifically geared to mills whereas the more recently introduced bisTrack functions on the 
wholesale and distribution sides of the industry.   
 
As well as the Canadian market, the firm is well established in a number of international markets – US, 
UK and Australia.  The firm has a sales and marketing team located in its headquarters and in its sales 
offices located across the US, UK and Canada.   
   
2. Sources of Evidence 
 
Once the Vernon interviewees were selected and they agreed to participate in the study, the experience 
of each with PM processes was confirmed.  The first segment details the process used to select the 
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interview participants; the second outlines the level of overall participant experience with PM, and the 
third describes the other sources of evidence used to validate the facts in the case. 
 
2.1 Participant selection 
 
During an initial field visit, the research study was discussed with the firm’s HR Manager, who is 
located in Vernon BC.  Subsequently, the President, who is located in Richmond BC, approved 
participation.  Once the project was confirmed, the HR Manager received a draft letter that introduced 
the research project and the researcher and invited the participation of line managers.  Only Vernon 
managers were invited to contribute to the Okanagan study, which limited the number of potential 
participants.  Nevertheless, the HR Manager and both Vernon line managers agreed to be interviewed.  
All three are highly involved in the implementation of a new PM process at Progressive Solutions. 
 
2.2 Participant experience 
 
Two of the managers interviewed have participated in the evolution of PM at Progressive Solutions.  
Collectively, the three participants have had experience with programs that vary from informal to 
formal and are familiar with subjective ad hoc practices, templates with standard questions, the setting 
and measurement of objectives, development of core competencies, supervisory reviews, and peer-
review processes.  Further, they have conducted these appraisals under manual conditions as well as 
with software programs.   
 
The HR Manager has been instrumental in introducing peer-review software to this firm and, more 
recently, has been partnering with a consultant to design and implement the firm’s new PM program.    
 
2.3 Other evidence available 
 
In addition to the interviews, seven firm and other documents plus a brief survey were used to gather 
information.  These supporting materials are listed at the end of the case study.  These sources of 
evidence assisted with the clarification and confirmation of the data that the Vernon interviewees 
provided. 
 
3. Performance Management Process 
 
Historically, this firm has had extensive experience with very informal to formal PM programs.  
Initially, it offered a very simplistic performance review with a set of template questions.  In time, the 
firm moved to a Peer Review program, which involved the manager plus other employees.  More 
recently, the firm has decided to balance this program by lessening the impact of the peer portion and 
by increasing the review conducted by the manager.  
 
The following section details the firm’s most recent experience with its PM process.  It begins with 
the reasons for its introductions and who initiated the process.  It continues with a description of its 
objectives, its components and its enhancement plans.  
 
3.1 Why initiated 
 
Leadership development of the management team inspired the most recent PM change.  Initially, the 
focus of this initiative was directed towards improving communication and teamwork.  Feedback from 
an earlier employee survey had indicated that the existing Peer Review program was not producing 
meaningful results for employees.  Interestingly, the two key issues identified by the survey were a 
need for enhanced communication and a desire for more recognition. Both leadership development 
and employee feedback identified a need to revisit the firm’s PM process.  
 
The President, who is described by other managers as a strong leader, initiated the action.  He retained 
the consultant who had been hired for the leadership initiative.  As a result, the new PM process was 
designed and is being implemented by the consultant in conjunction with the HR Manager.  The line 
managers are very supportive of the elevation and importance of PM and view it as a key management 
initiative.  According to the line managers, employees are enthusiastic about the new process.   
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3.2 Objectives  
 
Although the need for a new PM process was initially identified during leadership development 
sessions, the results of an employee survey added an enhanced employee focus to the firm’s objectives.  
The majority of the following objectives were expressed by both line manager participants: 
 
 To identify processes and management responsibilities where there is a problem. 
 To judge how employees are performing their job activities, as well as socially within the firm. 
 To identify areas where the managers and the firm can assist employees in expanding their job 
knowledge and enrich their life within the firm. 
 To provide feedback to individuals in areas where they could use some performance development. 
 To identify potential candidates for various succession/career roles within the firm. 
 To ensure the firm is delivering to clients the requested software commitments. 
 
The new PM process has been planned to encourage managers to create an environment beneficial for 
employees in performing their jobs.   There is an expectation that line managers will support 
employees and provide the tools necessary for them to perform.  All managers and employees have 
been receiving formal training on the new PM process. 
 
3.3 Components 
 
A number of components make up the new PM process currently being implemented at Progressive 
Solutions.  The main components of the new process are as follows: strategic focus, major 
responsibilities, personal objectives, peer review, behavioural competencies, performance plan and 
review, training and development, job enrichment, team-orientation, and manager and employee 
handbooks. 
 
Strategic focus – At the moment, the firm’s strategic plan is not tied directly to its PM process.  
Nevertheless, to achieve the firm’s strategic objectives, PM is viewed as a key implementation tool. 
  
Major responsibilities –The major job responsibilities for each employee are defined in a job 
description.  These major responsibilities are recorded and weighted on the firm’s Performance Plan 
and Review forms.   
 
Professional objectives – Initially, the President establishes goals with his direct reports.  Most of 
these goals are development-oriented and focus on future expectations for the manager’s position.  
Objectives for each staff member are also defined and weighted on the Performance Plan and Review 
forms.   
 
Peer reviews – The Performance Plan and Review forms contain a section for peer feedback.  This 
section is worth 20 percent of the overall rating.  
 
Behavioural competencies – Behavioural competencies are defined as the employees’ core 
competencies, emotional intelligence and work habits.  These pre-weighted competencies are scored 
for all staff members.  In addition, job skills, which are specific to each employee, are also pre-
weighted and scored within this segment of the overall performance rating. 
 
Performance plan and review – The actual assessment process contains three components: a peer 
review, a supervisory evaluation and a self appraisal.  Following an assessment, it is the responsibility 
of the line and HR managers to formulate a development plan for each employee.  As part of the 
process, there is a mandatory six-month interim meeting where the manager and employee review this 
development plan.  The meeting is informal in that the completion of a form is not required, but it is 
the responsibility of the employee as well as the manager to meet on an ongoing basis.   
 
The annual review is a formal interview and takes into account feedback from peers and managers 
over the four competency categories.  The process is broader and deeper than in past, because other 
managers involved with employees are encouraged to take a significant role in the performance 
review and actual feedback.  Input is solicited from managers and peers in other departments.   
 
 284 
The President takes an active role in the performance and development of direct reports.   In addition, 
the President receives a summary of each employee’s performance review and a copy of the entire 
development plan.  
 
Training and development – Progressive Solutions introduced its new PM process by assessing its 
managers and employees using the Myers-Briggs Type Indicator® (MBTI®), a widely used 
personality type and cognitive style instrument.  According to the line managers, MBTI® provided the 
vehicle for creating teams and for helping the teams define common objectives.  According to the line 
managers, everyone in the organization was very impressed with the teambuilding and communication 
focus of the MBTI® instrument.  Further, managers and employees have been receiving in-house 
training in how to conduct a performance review. 
 
In addition to the training for the PM process itself, each appraisal period results in a formal 
development plan and, subsequently, ongoing sessions that monitor and implement the plan.  The new 
process is intended to identify training courses in a more purposeful way.   Further, it is designed to 
provide opportunities for employees to position and prepare themselves for movement within the firm.  
 
Job enrichment – Depending on the function, the expectation for the program is to enhance and 
enrich jobs and to expand the knowledge required for particular departments.  For example, it is 
expected that programmers will have opportunities to work on new and more exciting technology or 
that implementers will have occasions to expand their knowledge in other software areas.   
 
Team-orientation – The environment at Progressive Solutions is very team oriented; according to 
their skill sets, employees are assigned to customer-oriented or product-oriented projects.  The initial 
focus of the new PM program was to enhance communication among and between teams.  According 
to one line manager, a direct result of the MBTI® assessments is the partnership that has developed 
among the employees.    
 
Manager and employee handbooks – The HR Manager, with assistance from the consultant, has 
prepared PM handbooks for the managers and for the employees. 
 
3.4 Planned enhancements 
 
The initial enhancement is to implement the process fully throughout the firm.  To integrate the PM 
process with the firm’s strategic objectives, two line managers are working together to identify the 
metrics necessary for improving strategic positioning and for preventing crisis management.  As of 
December 2004, all new employees complete MBTI® assessments following their three-month 
probation period.  
 
4. Strategic Business Planning 
 
Progressive Solutions has a strategic plan that focuses specifically on its major accounts.  The most 
recent one was developed by the President, and for the first time, it involved all of the members of the 
management team from Vernon and Richmond.  It was facilitated by a consultant.  The following 
section describes the extent to which the process integrates with the firm’s strategic planning process.  
 
4.1 Plan components 
 
The participants communicated the following strategic management components during the interview 
sessions: mission statement, guiding principles, objectives and goals, and strategies and plans. 
  
Mission statement – The firm’s mission statement is ‘to be the market leaders in business software 
solutions for the wood products and building materials industries.’ 
 
Guiding principles – The firm has five guiding principles: 1) ‘we produce the very best software on 
the market for the wood products industry;’ 2) ‘our customers are the foundation of our business and 
partners in our success;’ 3) ‘we provide the best customer service in the industry through our On 
Track implementation process, our training and our technical support;’ 4) ‘ we recruit and train the 
highest-quality people available, with expertise on both the wood products industry and software 
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engineering,’ and 5) ‘we will continue to innovate and explore new horizons by regularly investing in 
research and development.’ 
 
Objectives and goals – In 2004, Progressive Solutions developed strategic objectives that focused 
specifically on its major accounts.   
 
Strategies and plans – In conjunction with these objectives, the management team developed the 
strategies necessary to achieve the goals.  Again, the focus was on large major accounts. 
 
4.2 Role in performance management process 
 
At the moment, there is not a formal link between the current strategic plan and the firm’s PM process.  
According to one line manager, however, to meet the strategic goals, it will become necessary for the 
new process to integrate with the business objectives.  This linkage will be important for the following 
reasons: 1) to determine the number of people required, 2) to improve the level of employee 
performance, and 3) to improve the way it does things.  The new program will enable the firm to tie 
strategic plans for the firm with performance plans for individuals. 
 
5. Human Resource Management 
 
Progressive Solutions has a dedicated full-time HR Manager, who has initiated, developed and 
facilitated the implementation of the HR plans and programs.  Further, the focus of the plans and 
programs is companywide.  In 2004, the firm was recognised as ‘Employer of the Year’ by the 
Greater Vernon Chamber of Commerce and was selected as one of Canada’s Top 100 Employers in 
the small employer category – fewer than 200 employees.  In addition, the firm has been short listed 
as one of the top employers in Canada.  Line managers view these initiatives as originating from the 
HR function. 
 
The following section begins by highlighting the HR practices that support the firm’s new PM process.  
It continues with the effects of growth on workforce development, and concludes with the interaction 
between the HR function and the PM process. 
 
5.1 Supporting practices  
 
The following HR plans and programs have been identified as directly or indirectly enhancing the new 
PM process: organisational structure, position descriptions, orientation, training and development, 
career progression, recognition programs, compensation, and employee advocate.  
 
Organisational structure – The HR Manager has been playing a very active role in helping line 
managers restructure their departmental groups to facilitate initiatives that need to be performed. 
 
Position descriptions – Every employee has a job description, which is updated annually.  These job 
descriptions are the basis for three PM components: major job responsibilities, performance objectives, 
and behavioural competencies.    
 
Recruitment and selection – Progressive Solutions has a well defined hiring process; the most recent 
round of hires followed a staffing plan that was based on sales projections and other strategic 
decisions.  The firm looks for the employees who ‘fit’ into the ‘family’ and have learning skills.  
Throughout the recruitment and selection process, the HR and line managers work as a team.  
 
Orientation – The firm has an extensive employee orientation program.  For the first two or three days, 
new employees are introduced to the firm by the HR and line managers, and then, depending on the 
position, the new employees receive between six to twelve months of on-the-job training.  New 
employees receive PM and MBTI® training during orientation.  
 
Training and development – Managers and Team Leaders meet with the HR Manager on how to use 
MBTI® for team development.  Product training, which is ongoing, will continue to be the line 
managers’ responsibility.  The training sessions employ mentoring and ‘buddying’. 
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Career progression – The organization is flat, which restricts upward movement; as a result, there are 
more horizontal opportunities.  Employees become senior and progress when they acquire a very 
broad set of skills across many products. 
 
Recognition programs – The firm has Service Awards, Intranet Recognition and Lumber Bucks 
programs.  Employees are nominated to receive lumber bucks34.   
 
Compensation – Annual increases are based on market value, which is determined from purchased 
salary surveys.  The HR Manager recommends annual salary ranges to the President and CFO and 
confirms the positions’ descriptions and ranges with the line managers.  The compensation package is 
becoming broader to allow managers a full range of options for satisfying employees. 
 
Employee advocate – When they have difficulties communicating with their line managers, 
employees are encouraged to discuss their problems with the HR Manager. 
 
5.2 Effects of growth on workforce development  
 
Today, the firm has approximately 90 employees in Canada and the UK, 48 of whom are located in 
the Vernon office.  During the dot-com downsizing, the President of Progressive Solutions decided to 
focus the firm’s energies on R&D; as a result, the firm missed the last round of shrinkage.  There were 
no layoffs during this period, but the subsequent growth resulted in some challenges. 
   
Increasing rates of growth – The added focus on R&D positioned the firm well ahead of its 
competitors, which resulted in new customers and larger contracts. The growth of the latter, however, 
stretched the firm’s available resources and resulted in the hiring of new employees.  According to 
one line manager, this growth is difficult, because there are requirements for ‘programming language’ 
as well as forest industry knowledge.  It is important for new employees to learn quickly, pick up the 
firm’s programming languages and its software products and fit into the organization without 
disrupting it. 
 
5.3 Integration with performance management process  
 
The HR Manager was one of the members of the leadership development initiative and has had a very 
active role in the entire PM process.  The HR Manager has not only been influential in continuing 
with the managers’ teambuilding initiatives but also in facilitating the spread of MBTI® to other 
groups.  Additionally, the HR Manager has been directly involved in the PM training of both 
managers and employees.  Manager and employee handbooks have been developed to assist with 
implementation of the new process.   
 
Employees’ job descriptions, which are managed by the HR function, are the foundation for three PM 
components: major job responsibilities, performance objectives, and behavioural competencies.   As 
of December 2004, the new PM process was added to the employee orientation program.  Finally, the 
HR Manager will be the administrative organiser for all personal and professional development 
identified by each employee’s PM plan.   
 
According to the line managers, the firm does a good job of providing professional development, an 
attractive work environment, and challenges that keep the employees interested.  Further, the 
employees recognise that management does care for their professional development, which is another 
tool for retention. 
 
At Progressive Solutions, the integration between HR programs and the PM process will continue 
because of the commitment of the President, and the HR Manager and line managers are all members 
of the decision-making management team. 
 
6. Competitive Advantage 
 
Within the forest industry, Progressive Solutions is the leading supplier of procurement, inventory 
control, production management and logistics software.  It is the leader because of its technology, its 
industry knowledge, its employees, and its retention rate.   
                                                 
34    Lumber bucks are traded for clothing and other apparel. 
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The following section begins with the type and scope of the firm’s competitive advantage.  It 
continues with the role of human capital in building its advantage and concludes with the contribution 
performed by its PM process. 
 
6.1 Types and scope 
 
Progressive Solutions is a leader because of a number of competitive advantages.  To begin, the firm’s 
software is highly complex but easily configured.  Secondly, the firm has developed solid industry 
knowledge over the years – historically saw mill and, more recently, wholesale and distribution 
operations.  Many of these clients have 24/7 operations, which require Progressive Solution’s 
employees to work unusual hours. Thirdly, the employees put everything they have into their jobs and 
are very knowledgeable and professional about what they do.  From a retention perspective, the 
majority of employees have been with the firm for five years or longer. 
 
6.2 Role of human capital 
 
For most software companies, people are the only resource, and according to one line manager, people 
definitely make the difference at Progressive Solutions.  A subset is the industry knowledge that has 
been building over the years and been noticed by the firm’s clients.   
 
According to the line managers, employees generally want to stay if they are happy, if they are being 
trained, and if they are being provided with the tools needed to stay abreast of the latest technology.  
The line managers at Progressive Solutions delegate a lot of responsibility and authority to employees 
when they have the skill sets to takeover and make decisions. 
 
6.3 Contribution by performance management 
 
At Progressive Solutions, people are considered to give a competitive advantage.  Further, the firm’s 
retention of people and their knowledge of the forest industry’s needs have ensured this competitive 
advantage.  The firm’s track record has been very good in attracting and retaining good employees.    
 
The Okanagan region has helped with attraction, and the firm’s PM process has promoted employee 
retention.  This retention of qualified employees has supported the firm’s competitive advantages.    
 
7. Feedback Mechanisms  
 
Progressive Solutions is a fairly flat organization, and, as such, it uses a number of feedback 
mechanisms to communicate with its employees.  The following section highlights the mechanisms 
within the firm that provide support to its new PM process and that assist with the integration of PM 
with strategic planning, HR management and the firm’s competitive advantages.  The section 
discusses these mechanisms under two headings: network of meetings and other communications. 
 
7.1 Network of meetings  
 
Progressive Solutions has a network of meetings that assists with ongoing feedback for its new PM 
process. 
 
President’s meetings – On an ad hoc basis, the President calls meetings.  This year, additional time 
was scheduled for strategic planning. 
 
Management group meetings – The Vernon management team meets on a monthly basis.  Both VP of 
Sales and Technical Sales Manager from the Richmond office attend these meetings, and, at times, the 
President attends. 
 
Departmental meetings – Line managers meet regularly, as frequently as weekly, with their team 
leaders.  These meetings are somewhat formal and are used to communicate information from the 
management group meetings and any special interests that employees wish to discuss.   
 
Formal committee meetings – A number of meetings have specific objectives. 
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7.2 Other communication channels 
 
The following communications tools are considered to be either a formal or informal part of the firm’s 
new PM process. 
  
Marketing consultant – Through white papers or the Internet, the firm’s marketing consultant located 
in Richmond is responsible for communicating the firm’s competitive advantage. 
 
Intranet – The firm has a very extensive and up-to-date Intranet, which it is using increasingly.  It 
communicates information about impending product releases and company social events.  Each 
department has its own section. 
 
Newsletter – The firm has a quarterly newsletter, which is used to post a variety of items – new 
products, new sales and personnel information.    
 
E-mail – The firm uses e-mail for any communications that are intended to reach everyone.  
 
MBWA – The line managers ‘manage by walking around’. 
 
8. Performance Management Experience Curve 
 
Progressive Solutions has had several years of experience with PM processes.  As a result, there have 
been a number of lessons learned through the new process implemented at the firm.  The following 
section details the lessons learned, the difficulties encountered and some next steps for the firm’s new 
PM process. 
 
8.1 Lessons learned 
 
Previously, the management group was not communicating effectively, but today it is functioning 
very closely as a team.  According to line managers, the process deserves a high level of importance, 
because ‘managers need to stay on top of the review process so that problems are not left until the 
formal review.’  Additionally with respect to performance, the new process provides better feedback 
for the management team and for the employees.   
 
The new process has provided opportunities for employees to have the tools and the environment 
needed to achieve their expectations.  Instead of being a hindrance, management has enabled 
employees to do their jobs.  The new process has offered a partnership between the firm’s 
management and its employees.   
 
MBTI® provided a common language and an open environment for the management team. It was 
more than a vehicle for communication; according to the line managers, it has shown how they 
communicate and how individuals received information. 
 
8.2 Difficulties encountered 
 
Interviewees reported few difficulties.  Prior to implementation of the new PM process, team 
communications presented the greatest difficulties for the firm.  In addition, there was too much 
emphasis on the ‘peer review’ and insufficient feedback from the managers. 
 
8.3 Recommendations 
 
According to the HR Manager, implementation of the PM process has not identified any required 
changes.  Nevertheless, the PM process will be monitored.   Line managers made several 
recommendations.  
 
Strategic planning – It was recommended that better communications of the firm’s strategic plans 
would focus employees on ‘What can I do to help?’   Further, if the firm plans to grow along the lines 
it is trying to achieve, the new PM is going to be important to implementation. 
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Measures – It was recommended that a better understanding of ‘what to measure’ and ‘how to 
measure it’ would result in an earlier understanding of defects and other problems. 
 
Next steps – It was recommended that although many of the key pieces of performance are being 
addressed, there is no reason that the firm should not look for more. 
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35    n.d. means ‘no date’. 
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APPENDIX K 
 
Case Study 7 
MicroSurvey Software, Inc. 
 
MicroSurvey Software, Inc. (MicroSurvey) is one of the eight firms selected for this study.  Its 
management team has some experience with performance management (PM), which has resulted in 
the implementation of some formal and informal PM elements. 
 
The following case study details the firm’s PM practices, its drivers for change, and its foreseeable 
next steps.  The case begins with the firm’s background and the sources of evidence used to gather 
information.  The sections following outline the firm’s PM components and their integration with 
strategic planning, human resource (HR) practices, and identified competitive advantages.  Finally, the 
case identifies the lessons learned from the firm’s experience and the potential next steps for 
MicroSurvey management. 
 
1. Firm Background  
 
MicroSurvey, originally incorporated as MicroSurvey Marketing International, Inc. in 1986 and 
subsequently as MicroSurvey Software, Inc in 1991, is a privately-owned company and is 
headquartered in Westbank, British Columbia (BC).  The firm started in 1985 as Detlor Computer 
Services Ltd., and the President and Chief Executive Officer (CEO) was the original programmer.  
Prior to 1997, there were only 2.5 people in the firm; a new product introduction, which was highly 
competitive in the US market, changed the future growth of this high technology firm. 
 
The firm’s background section includes of two segments.  The first one outlines and justifies the 
process followed for selecting MicroSurvey for this research study.  The second briefly describes its 
products and services, and its current and future markets.  
 
1.1 Firm selection 
 
MicroSurvey was purposefully selected for this research project for a number of reasons.  It was 
initially qualified for its geographic location, the Regional District of Central Okanagan (RDCO), and 
for its past and future employee base.  Approximately one year ago, the firm was re-sized from the ‘20 
to 49’ employee category to ‘Under 20’.  At this point, there are 18½ FTE36 employees in the firm.  
An imminent product launch, however, is expected to double the firm’s sales force during 2004.  
From a business growth perspective, the firm’s sales have increased this past year by fifty percent, and 
without the need to add employees.  Finally, the firm was selected for its preliminary PM initiatives 
and for the willingness and motivation of its managers. 
 
1.2 Products and services offered 
 
The firm has two completely different customer bases: land surveyors and police forces.  The land 
surveyor software was introduced to the market in 1985 and the forensic software in 2000.  Further, it 
recently released major upgrades to its flagship products and also introduced a new data collector – 
the Tracker.  Most of the forensic software is sold through dealers; that is, the firm’s forensic sales 
representative sells to dealers.  The firm plans to introduce a new product for land surveyors during 
the fall 2004.   
 
The firm’s customer base is international.  Fifty-five percent of its sales are from the US and 10 
percent are from Europe, South America and Asia-Pacific. 
 
2. Sources of Evidence 
 
Once the interview participants were selected, the experience of each with PM processes was 
confirmed.  The first segment details the process used to select the interview participants; the second 
                                                 
36    FTE = full time equivalent 
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outlines the level of overall participant experience with PM, and the third describes the other sources 
of evidence used to validate the facts in the case. 
 
2.1 Participant selection 
 
Two interview participants were determined with the CEO during the initial field visit.  The CEO 
received a draft letter introducing the research project and the researcher and inviting each individual 
to participate in the study.  The two participating managers include the CEO and the Director of Sales.  
At the time of the interviews, there were no other active line managers, and the firm had not assigned 
its HR functions to one specific individual. 
  
2.2 Participant experience 
 
On one hand, the CEO has limited experience with PM; on the other hand, the newly-hired Director of 
Sales has extensive experience with PM processes – goal setting, education, personal development, 
monthly and quarterly reviews, plus 360 degree appraisals.   Very recently, the sales manager 
developed a draft document for discussion with the firm’s sales team.   
 
2.3 Other evidence available 
 
In addition to the two interviews, five internal documents plus a brief survey were used to gather 
information.  These supporting materials are listed at the end of the case study.  These supporting 
materials provided additional evidence for clarifying and confirming the data that the interviewees 
provided during the month of June. 
 
3. Performance Management Process 
 
According to the CEO, MicroSurvey has been small enough to ‘manage by walking around’ MBWA).  
As a result, its PM process has been less formal.  More recently, however, the sales department has 
been introducing more formal PM components to the process.   The following section details the 
firm’s informal and formal PM elements.  It begins with the reasons for their introduction and 
identifies the initiator.  It continues with a summary of their objectives and their components and 
concludes with enhancement plans. 
 
3.1 Why initiated 
 
Many of the more informal PM developments have been related to the CEO’s management style – his 
expectation for high standards and his delegation of responsibilities.  Market growth opportunities, 
however, have encouraged the sales team to develop more formal components to the PM process.  
When hired, the number one priority for the Director of Sales was ‘to maximize revenue’ and ‘to 
position slowly the sales team’. 
 
The CEO crafted many of the informal PM components.  The Director of Sales, on the other hand, has 
initiated some of the more formal elements; for example, he prepared a draft document for recording 
and measuring sales expectations.  He plans to introduce it to the sales team as a collaborative 
document for soliciting input from all stakeholders.   
 
3.2 Objectives  
 
The Director of Sales who has been initiating the more formal elements expressed the following 
objectives: 
 
 To work collaboratively with the sales staff. 
 To motivate the sales force to be high performers. 
 To track sales performance, isolate problem areas and identify improved work methods. 
 To identify gaps in training and knowledge, and develop guidelines for personal development. 
 To assist with long term corporate and marketing decisions. 
 To develop a process that is not an administrative burden, but rather an investment for sales 
representatives. 
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According to the Director of Sales, the process has been designed so that the director’s role is more of 
a coach than a manager. 
 
3.3 Components 
 
The following informal and potentially formal elements have been identified as preliminary 
components of a PM process: strategic direction, expected outcomes, formal appraisals and personal 
development.   
 
Business focus – The future direction of MicroSurvey is primarily determined and communicated by 
the CEO.  Since the firm is very small, there is not much difficulty keeping employees aligned with 
the firm’s business plans.  
 
Expected outcomes – Traditionally, each department has had its own methods for measuring 
performance, which include activity, quality and revenue.  More recently, the Director of Sales crafted 
a draft appraisal document for discussion with the sales team and for feedback from the CEO. It 
proposes both objective and subjective performance expectations for the sales team to measure and 
track.   
 
Formal appraisals – For each expectation, the draft document proposes a three-level rating scale37 for 
assessing the performance of sales representatives.  Currently, the form is with the sales 
representatives for input and feedback.  In the meantime, the director has monthly conversations with 
and receives daily and weekly numbers from members of the sales team.   
 
Personal development – A major outcome from the proposed appraisal form is to isolate problem 
areas and to develop guidelines for personal development.   
 
3.4 Planned enhancements 
 
The most immediate enhancement is for the sales department to collaborate on the draft appraisal 
document and to finalize a working document that has buy-in from all members of the team.  
 
4. Strategic Business Planning 
 
At this stage of growth, MicroSurvey has not felt the need for a strategic plan.  In 2000, the CEO did 
prepare a three-year business plan, and it still reflects the firm’s plans.  The following section briefly 
details the plan’s formal and informal components of the firm’s plans and their roles in the PM 
process.  
 
4.1 Plan components 
 
The following components have been identified as part of the firm’s business planning: 
 
Corporate plan – The firm has always been marketing and sales oriented.  For this reason, the focus 
of the staff is external and is more about competition than internal processing.  In 1997, the firm 
launched a highly competitive product in the US market and, at the same time, hired its first sales and 
marketing specialist. 
 
4.2 Role in performance management process 
 
The corporate plan plays only an informal role in the firm’s performance process.  Nevertheless, the 
proposed sales objectives will reflect the firm’s corporate plans. 
 
5. Human Resource Management 
 
According to the CEO, the HR function at MicroSurvey is divided among a few people.  The 
following section identifies those practices that support the firm’s PM elements.  It continues with the 
                                                 
37   Three-level rating scale:  Poor, Meets expectations and Exceeds expectations.  
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effects of growth on the development of employees and concludes with the interaction between these 
HR practices and the firm’s PM elements.  
 
5.1 Supporting practices  
 
The following HR programs have been identified as directly or indirectly enhancing the firm’s PM 
process: recruitment and selection, policies and procedures, training and development, compensation, 
and employee satisfaction. 
 
Recruitment and selection – MicroSurvey has attracted worldwide candidates from the online 
advertising offered by Kelowna’s local newspaper The Daily Courier.  Nevertheless, sales positions 
present a challenge because of the surveying and sales requirement.  Recently, the Director of Sales 
created a new interview structure and is investigating psychological profiling tools. 
 
Policies and procedures – The firm has a very detailed policy manual, which contains 70 to 80 pages 
of HR policies and procedures.  It was compiled with the support of a consultant. 
 
Training and development – The line managers identify training opportunities for employees, but the 
investment is somewhat ‘ad hoc’.  It is expected that, in addition to opportunities for personal and 
professional development by the firm, every sales representative should enhance his or her personal 
development. 
 
Compensation – The CEO determines salaries, but for sales positions, salary and commissions are 
established in conjunction with the Director of Sales.  Attitude, performance, work ethic and stability 
are considerations for salary increases; however, commissions are performance-based.  The firm 
offers profit sharing as determined by firm profitability; the amount is based on length of service and 
present salary. 
 
Employee satisfaction – The satisfaction of sales representatives is gauged through one-on-one 
discussions.   
 
5.2 Effects of growth on workforce development  
 
MicroSurvey has experienced both decreasing and increasing growth. 
 
Effects of decreasing growth – At one point, the firm was forced to downsize and restructure because 
it experienced a situation with too many people and not enough product sales.  At the time, the 
company was staffed for growth, but the growth did not occur.  In addition, the firm was adversely 
affected by the technology meltdown, the September 11 attack on the World Trade Centre and a 
stronger Canadian dollar.  In response, the firm reduced its sales and support and increased its R&D to 
focus on new products, which were released this year.  The company was re-sized about a year ago. 
 
Effects of increasing growth – Since the restructuring, the firm’s sales have increased at least 50 
percent without adding people.  Today, it is positioned for growth. 
 
5.3 Integration with performance management process  
 
Base salary increases are partially performance-based, and commissions are performance-based.  In 
time, the proposed appraisal document for sales representatives will be used to identify employee 
training opportunities.   
 
6. Competitive Advantage 
 
MicroSurvey is building up its competitive advantage now.  According to the Director of Sales, 
‘building a competitive advantage is tenuous, but creating it through staff is very hard for the 
competition to duplicate.’   
 
The following section begins with the type and scope of the firm’s competitive advantage.  It 
continues with the role of human capital in building its competitive advantage, and concludes with the 
contribution performed by its PM elements. 
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6.1 Types and scope 
 
MicroSurvey has two completely different customer bases: land surveyors and police forces.  The 
firm’s competitive advantage for the land surveying software is its pure focus; that is, the competitors 
tend to drift into civil engineering instead of focusing only on surveyors.  Further, the firm offers very 
good value – good performance and quality that specifically meets the land surveyors’ needs.   
 
The firm is the leader, the ‘Cadillac’, in the policing market.  It entered a market with established 
players but was the first to introduce an integrated system.  The software is the most expensive but 
with the most features and most power.  Its advantages are performance, positioning, and power.  
These products make the customers more efficient and effective and at a good price. 
 
6.2 Role of human capital 
 
The programmers have extensive survey experience, are knowledgeable about the products, and have 
been with the firm for several years.  In addition, the sales representatives have experience in 
surveying and can speak the customers’ language. 
 
Turnover does not create a major setback for this firm because there are very good replacements 
available.  
 
6.3 Contribution by performance management 
 
At this stage, it is difficult to tell how the informal PM elements contribute to the firm’s competitive 
advantages.  Nevertheless, according to the Director of Sales, the new, more formal PM elements will 
likely help the firm in building its competitive advantage.   
 
7. Feedback Mechanisms  
 
Most of the communication at MicroSurvey is informal – verbal and very little written documentation.  
The following section discusses these mechanisms under two headings: network of meetings and other 
communications channels. 
 
7.1 Network of meetings  
 
The organisational structure is team-oriented, and these teams communicate through the following 
network of meetings. 
 
Managers’ meeting – A weekly managers’ meeting is scheduled with sales, marketing, finance, 
product development and the CEO.  
 
Marketing meeting – Weekly meetings are also specific to the forensic product. 
 
Product review meeting – Product review sessions occur weekly and bi-weekly.   
 
Sales meeting – Sales meetings are held every two weeks.  Marketing and product development 
managers often attend these meetings.  Since there are only three sales representatives on the survey 
side, there are a number of ad hoc meetings as well.   
 
R&D meeting – The R&D team has a weekly meeting with the CEO in attendance. 
 
MBWA38 – The CEO manages on an ongoing basis by walking around and by monitoring people’s 
output.   
 
7.2 Other communication channels 
 
The firm uses the following communications vehicles to enhance its network of meetings. 
                                                 
38    MBWA is an acronym that stands for ‘managing by walking around’. 
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Marketing – Marketing materials are used to communicate the firm’s competitive advantage 
internally as well as externally. 
 
E-mail – Key communications are sent by e-mail. 
 
8. Performance Management Experience Curve 
 
The Director of Sales has identified a few implementation challenges with the new sales performance 
appraisal.  The following section details the lessons learned, the difficulties encountered and 
recommendations suggested for improving the PM process. 
 
8.1 Lessons learned 
 
To begin, it is perceived that the new appraisal form is forcing the sales staff to be more accountable 
than employees within the firm.  Nonetheless, there have been advantages to a collaborative process 
for identifying ‘how to do things better’.   
 
Once the draft form was developed, it was first discussed with a few managers and a sales 
representative.  Subsequently, the form was introduced to the remaining sales representatives for 
extensive discussion and feedback.  In this case, the collaborative process was effective for 
introducing the change, because ‘employees have a passion for what they are doing,’ and ‘the climate 
supports improvement.’ 
 
8.2 Difficulties encountered 
 
Determining the most appropriate metrics has been difficult.  For example, it was identified that sales 
positions are better suited to performance measures whereas bookkeeper and R&D positions are more 
difficult to assess using PM.   
 
Also, the firm has extensive data available, but mining it and turning it into useful information, 
knowledge and action is more difficult.  It requires time to track planned activities, such as prospects, 
leads, qualified leads and closings, and revenue. 
 
8.3 Recommendations 
 
A few recommendations were suggested for moving the PM process forward. 
 
Metrics – The Balanced Scorecard39 is an approach to metrics that is so much more than just financial 
goals.  In time, the Director of Sales would like to use it and tie it to some kind of merit bonus. 
 
Performance – The Director of Sales envisions a process where the sales department is able to push 
itself in terms of targets and performance.  A process that has positive outcomes for everyone is one, 
for example, where sales representatives are making a lot of money, and stakeholders (CEO, Director 
and representatives) all perceive value. 
 
Companywide – In time, the Director of Sales would like the PM elements to extend beyond the sales 
department. 
 
 
Sources of Evidence 
 
Interviewee participants 
Darcy Detlor, President and CEO 
Mike Martin, Director of Sales 
 
 
                                                 
39    A book written by Robert Kaplan and David Norton. 
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Contact coordinator 
Darcy Detlor, President and CEO 
 
Other sources 
MicroSurvey® n.d.40, CAD 2004: Integrated field to finish (brochure). 
MicroSurvey® n.d., in CAD 2004 (brochure). 
MicroSurvey® n.d., TRACKER: The new way to collect your data (brochure). 
MicroSurvey Organization Chart: Functional with horizontal linkages n.d. (MBA assignment 
document). 
MicroSurvey Technical Sales Team Expectations n.d. (draft internal document). 
Survey of Firm’s Background (Completed with D. Detlor on 15 December). 
 
 
Approved for release December 29, 2004 
                                                 
40    n.d. means ‘no date’. 
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APPENDIX L 
 
Case Study 8 
Vadim Computer Management Group Ltd. 
 
Vadim Computer Management Group Ltd. (Vadim) is one of eight firms selected for this exploratory 
research study.  Not only has the firm introduced a number of performance management (PM) 
components, but also its management team has had various levels of experience with PM practices. 
 
The following case study details Vadim’s PM process, the drivers behind its initiation, and the 
foreseeable plans for the process.  The case begins with the firm’s background and the sources of 
evidence used to gather the information.  The sections following outline the firm’s PM process and its 
integration with strategic planning, human resource management (HRM) and identified competitive 
advantages.  Finally, the case identifies the lessons learned from the firm’s experience and the 
potential next steps for its management.   
 
1. Firm Background  
 
Vadim is a privately-owned software firm that was incorporated in 1975.  It is headquartered in 
Kelowna, British Columbia (BC) and operates six other offices in Canada, the United States (US) and 
India.  In 2001, the firm was purchased by Star Municipal Technologies Incorporated (SMTI), also 
headquartered in Kelowna BC, which owns two or three other technical companies.     
 
The firm’s background section includes two segments.  The first outlines and justifies the process 
followed for selecting Vadim for this research study.  The second briefly describes its products and 
services and its current and future markets. 
 
1.1 Firm selection 
 
Vadim was purposefully selected for this research project for a number of reasons.  It was initially 
qualified for its geographic location, the Regional District of Central Okanagan (RDCO), and for its 
size in this location, between 20 to 49 employees.  Since 2000, Vadim has experienced substantial 
business growth, which has necessitated an increase in its number of employees from 26 to over 60 
worldwide.  This employee growth qualified the privately-owned company as a growing high 
technology firm.  Finally, the firm was selected for its client-centred approach to business, its interest 
in learning experiences and the willingness and motivation of its management team.   
 
1.2 Products and services offered 
 
Vadim offers three integrated software solutions to its clients: financial applications, municipal 
applications and other applications.  The firm’s newest generation of software is iCity™ – a    new 
platform that supports both client-server and web-based environments.  The firm’s products are 
directed towards municipalities, regional districts (cities, towns, villages and improvement districts) 
and utilities.  The majority of these clients are located in Canada, but a few are in the US.   
 
Vadim’s product and service model differs modestly from other software firms.  Its clients pay for 
their support on an annual basis but with no limit on the number of hours.  In addition, there is no fee 
for software upgrades, other than implementation; the firm makes a sizable technology or version 
change every five years. 
 
Vadim invests heavily in research and development (R&D) because it is committed to keeping its 
clients’ software investment up-to-date with new technology.  Its R&D staff resources are managed 
and conducted in Kelowna.  More recently, Vadim has been focusing its resources on aligning its core 
products with US local government needs.   
 
2. Sources of Evidence 
 
Once the firm was selected, interview participants were identified, and the experience of each with 
PM processes was confirmed.  The first segment details the process used to select the interview 
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participants; the second describes the level of overall participant experience with PM, and the third 
outlines the other sources of evidence used to validate the facts in the case. 
 
2.1 Participant selection 
 
The interview participants were determined with the President and Chief Operating Officer (COO) 
during the initial field visit.  The COO or the Administrator introduced each participant to the research 
project and the researcher.  In addition to the COO and the Administrator, two line managers and the 
President and Chief Technical Officer (CTO) were invited to contribute to the study.  The Co-
Presidents (COO and CTO), the Administrator, and the two line managers are all contributors to the 
firm’s PM initiatives.  The Administrator coordinates several human resource (HR) functions for the 
management team.  
 
2.2 Participant experience 
 
On an ongoing basis, the four line managers and the Administrator have been involved in the 
development and implementation of a number of PM initiatives at Vadim.  Otherwise, these 
participants have from limited to very extensive experience with PM processes.  For example, one 
participant has previous management experience with performance related pay increases, performance 
appraisals and incentive schemes; another has completed a number of formal HR seminars.  
Additionally, the COO has had ‘experience with informal PM processes within growing high 
technology firms that were maturing from an activity-oriented to a results-oriented stage of 
development.’  The CTO has been involved with Vadim’s growth for 26 years.  
 
2.3 Other evidence available 
 
In addition to the five participants, eight internal documents and a brief survey were used to gather 
information.  The supporting materials, listed at the end of the case study, provided additional 
evidence for clarifying and confirming the data the interviewees provided over the months of June to 
August. 
 
3. Performance Management Process 
 
Vadim’s experience with PM has been ongoing and primarily driven by its need for customer 
feedback and firm productivity.  According to the Co-Presidents (COO and CTO), the interpretation 
of the process is relatively informal in that it is dependent on each manager, as opposed to common 
across the firm.  The resulting process reflects a number of informal initiatives as well as formal 
components. 
  
The following section details the firm’s PM process.  It begins with the reasons for its introduction 
and the initiator of the process.  It continues with a description of its objectives, its components and its 
enhancement plans. 
 
3.1 Why initiated 
 
Growth has primarily inspired the need for Vadim’s PM process.  The firm began as a small 
entrepreneurial company, but by the mid-nineties, there were six or seven new competitors, and 
Vadim was forced to decide between a growth and harvest strategy.   It decided to grow.   
 
Since inception, the firm has been strongly client-oriented, and for this reason, its traditionally 
customer-centred focus, rather than technically-centred one, necessitated attention to the measuring 
and monitoring of customer service levels.  Further, its rapid growth curve demanded an emphasis on 
operational excellence, delivery capabilities and a results-orientation.   
 
Various members of the management team have initiated the existing PM elements.  To begin, in 2004, 
the firm’s executives and managers participated in a three-day strategic planning session.  The 
resulting corporate objectives and tactics provided the basis for the department managers’ objectives.  
In turn, these managers initiated goal-setting with their employees.  The current process is driven by 
the executives. 
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3.2 Objectives  
 
The following objectives represent a compilation of those expressed by the participants and general 
agreement among the line managers: 
  
 To maintain high client satisfaction during periods of firm growth. 
 To increase the numbers of clients and the diversity of their base. 
 To monitor whether the firm is meeting its goals, and if not, be able to analyse what is happening. 
 To communicate ‘what is expected’ from each individual.  
 To encourage employee and team growth, progression, competition and creativity. 
 To identify employee training, development and knowledge needs. 
 
As the Administrator aptly stated the program has been designed to excite employees about the firm’s 
growth by painting a picture for five-years out. 
 
3.3 Components 
 
A number of components make up Vadim’s PM process.  Its main components are corporate goals, 
objectives, attributes, team building, formal reviews, training, annual compensation and incentive 
plans. 
 
Corporate goals – Short and long-term corporate goals and tactical plans for each department are the 
foundation for team and individual objectives.  These goals and plans are shared throughout the 
organization.  
 
Objectives – To begin, the executives, managers and team leaders have a set of objectives, which are 
aligned with corporate goals and tactics.  They have input into these performance objectives, usually 
in conjunction with the whole management team.  Secondly, short and long-term objectives are 
established with each employee.  Two types of employee objectives are task-oriented and personal 
development.  Employees have input into some of their objectives through their selection of particular 
areas of interest.   
 
Attributes – In addition to objectives, employees are measured against defined attributes.  According 
to one line manager, these attributes are important for building well-rounded individuals who have 
technical and analytical skills and are focused on customer service and business success.  A four-point 
rating scale41 has been defined for assessment purposes.   
 
Team building – Contribution to workgroup is one of the evaluated attributes.  On an ongoing basis, 
team functioning within each department is monitored on a number of dimensions – mentoring new 
hires, group problem-solving and achieving department objectives.    
 
Formal reviews – All managers perform formal semi-annual and annual reviews, and some conduct 
formal quarterly reviews.  Prior to these meetings, clients and colleagues are consulted for input.  The 
focus is on the task and personal development objectives and other identified attributes.  Both 
Presidents conduct annual appraisals of managers who directly report to them; these appraisals are 
focused on the managers’ objectives.  The timing of formal reviews corresponds with the firm’s fiscal 
operations. 
  
Training and development – Managers encourage employees to learn new applications, to focus on 
areas of interest, and to consider career path opportunities.  Where external training is required, the 
manager prepares a recommendation and submits it to the executive for approval. More attention is on 
the formal training of senior managers.   
 
Annual compensation – Annual compensation increases are tied to performance for managerial and 
some other staff.  Historically, the firm has offered only fixed salaries.  Recently, has there been a 
move towards performance-based incentives as part of the compensation package.  
                                                 
41    Four-point rating scale:  Top = Extraordinary performance above expectations; Good = Good to 
excellent in all areas; Good = Generally acceptable, but needs improvement in some areas; Critical = 
Does not meet expectations.  Otherwise the rating is ‘Cannot rate’ or ‘Not applicable’.  
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3.4 Planned enhancements 
 
The management team is currently exploring two key enhancements: performance incentive-based 
pay and PM reporting.  To begin, the executive plans to have 100 percent of the firm’s employees on a 
performance-based incentive plan.  It is likely that individual and group incentives will be awarded 
quarterly or semi-annually and be based on specific metrics, such as quality, client service or product 
development.  Secondly, the executive plans to improve the reporting of key information.  As of 
December 2004, reporting mechanisms have been defined and implemented.  
 
4. Strategic Business Planning 
 
In 2004, Vadim’s management team participated in its first formal planning session.  The following 
segments briefly detail the plan’s components and its role in the firm’s PM process. 
 
4.1 Plan components 
 
During a three-day strategic planning session, the firm’s executives and managers developed 
objectives for the firm and tactics for each area of business. The session was facilitated by the Chief 
Financial Officer (CFO) of SMTI and followed a Balanced Scorecard42 approach.   The resulting plan 
has a number of components: vision, mission, core values, objectives, and strategies and tactics.   
 
Vision – Vadim’s vision was initiated just before the planning session and is still in process.  One 
element will be the firm’s expectation for 100 percent client satisfaction. 
 
Mission – Vadim’s mission is to ‘provide the best software products and services for municipalities, 
local government and utilities’ and to ‘add value to … clients by taking them forward with advances 
in technology, products and services.’ 
 
Core values – Vadim’s seven core values communicate the following expectations: client value, 
entrepreneurial spirit, product and service excellence, individual initiative, teamwork, continuous 
improvement and integrity and ethical behaviour. 
 
Objectives – Vadim’s short and long-term objectives have been designed to add value to the customer 
and to enhance the firm’s competitive advantage.  They are all very measurable, and all have a 
timeline.  The process followed was based on the Balanced Scorecard approach –client satisfaction, 
employee satisfaction and financial satisfaction. 
 
Strategies and plans – In the near term, Vadim will be crafting how it will achieve its long-term goals.  
In the meantime, the management team has developed and prioritized a number of tactics for this 
fiscal year.  Traditionally, Vadim has been more customer-centric than technically-centric in its focus.  
According to the COO, the firm has always engineered its products from customer need as opposed to 
technological capability.   
 
4.2 Role in performance management process 
 
At this point, the PM process is driven out of a one-year tactical planning process.  All the same, the 
corporate goals and tactical plans are widely known and transparent within the firm, and they provide 
the top-down basis for managers and employees’ objectives.  There are corporate monthly and 
quarterly reviews of outcomes, which integrate with the PM process.  Annually, last year’s objectives 
are reviewed, and the coming year’s objectives are set. 
  
From a bottom-up perspective, employees’ plans and formal appraisals provide feedback on 
productivity and other business-related goals.  The firm’s core values are reflected in the attributes 
that the PM review process measures.   
 
Employees are encouraged to monitor their performance progress via internal communications that 
record daily client satisfaction metrics and monthly revenue numbers and via in-house software that 
                                                 
42    A book written by Robert Kaplan and David Norton. 
 301 
tracts and analyses customer and employee activities.  According to the CTO, various departments 
have introduced several informal PM processes.   
 
5. Human Resource Management 
 
Vadim has assigned HR administration and scheduling to the Administrator, but the position has 
modest involvement in HR practices relative to the line managers.  Vadim uses its iCity™ software 
for payroll, and it is in the process of applying its HR component. 
 
The following section begins by highlighting the HR practices that support the firm’s PM process.  It 
continues with the effects of the firm’s growth on the development of its workforce and concludes 
with the expected integration between the HR function and PM process. 
 
5.1 Supporting practices  
 
The following HR plans and programs have been identified as directly or indirectly enhancing the 
firm’s PM process: job descriptions, recruitment and selection, orientation, training and development, 
annual compensation, employee surveys, and standardizing policies and procedures. 
 
Job descriptions – Every employee has a job description; its content forms the basis for receiving 
incentives.  Line managers develop and update job descriptions; they are maintained and centrally 
filed by the Administrator.   
 
Recruitment and selection – Since 2000, Vadim has successfully recruited and selected 57 percent of 
its current workforce.  Companywide, the process is formal and involves the Administrator, the line 
managers, and at least one executive. The final hiring decision is made by a panel.    
  
Orientation – Vadim has a new employee orientation program that involves the executive, 
Administrator, line managers, peers, and other mentors.  It is in its early stages and not yet suited to a 
large intake of new hires.   
 
Training and development – Vadim does not have training and development formalized, but as of the 
past year, the firm’s training budget was increased.  Line managers are responsible for the training and 
development of individual employees and for requesting the necessary funds from the executive team. 
 
Annual compensation – Historically, the firm has offered fixed salaries, and the annual increases 
have been tied to performance.  More recently, the firm has been moving towards a fixed salary plus 
performance-based incentives.  The line managers recommend salary increases.   
 
Line managers have budget authority to implement individual and group incentives for projects and 
work performed over and above business as usual. For example, some departments offer rewards for 
creativity, task completion, quality, and inter-team competitions.  Others have commission-based sales 
incentives.  At the executive level, compensation packages include incentives based on the firm’s 
performance.   
 
Employee surveys – Once or twice per year, the firm conducts employee surveys to determine 
satisfaction levels.  The Vadim Values committee, which is comprised of six employees and the COO 
and Administrator, investigates the issues raised by the survey.  The focus of the committee is in 
building the firm’s spirit, supporting its culture and reinforcing its core values. 
 
Policies and procedures – Recently, the firm has been formalizing its HR function and, as such, has 
been standardizing its policies and procedures.   
 
 
5.2 Effects of growth on workforce development  
 
Historically, Vadim’s growth has been modest and conservative.  Other than once, the firm has always 
been continually growing.  All new hires are either a budget item or pre-approved by the executive 
team.   
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Increasing rates of growth – According to the COO, growth has changed some aspects of the firm’s 
culture.  The once informally managed, family-oriented firm now faces a number of new challenges 
that have occurred as a result of high growth periods – increased demands on the employees, more 
stress in the environment, and maintenance of customer satisfaction levels.  The transition period from 
date of hire to employees stating ‘send me anywhere to do anything’ is about two years.  According to 
one line manager, the firm is constantly struggling with bringing people on board and training them 
because everyone is stretched. 
 
Decreasing rates of growth – Vadim has only experienced shrinkage once, during the early years 
when there were only five employees. 
 
5.3 Integration with performance management process 
 
In conjunction with senior managers, the Administrator is involved to varying extents in the HR plans 
and programs identified above.  For example, the line managers are directly involved in the review of 
employee appraisals, but the Administrator coordinates the timing schedule and the compensation or 
other follow-up needs.   
 
Historically, annual compensation increases have been tied to employee performance.   The more 
recent move towards a fixed salary plus performance-based incentive will increase the integration 
between HR practices and PM.  Currently, the Administrator is a member of the team that is 
developing incentive plan criteria.  A more pivotal role for the Administrator is anticipated in future.  
In the meantime, the Administrator is a member of those committees that are actively initiating and 
refining PM components. 
 
6. Competitive Advantage 
 
Vadim is very much focused on how the firm’s actions affect its customers.   As a result, the firm’s 
marketing relies heavily on feedback from clients.  The following section begins with the type and 
scope of competitive advantages identified, and it continues with the role of human capital in gaining 
these advantages.  The section concludes with the contribution played by the firm’s PM process.  
 
6.1 Types and scope 
 
Vadim’s customers and industry consultants convey to the firm that its product is highly distinctive in 
comparison to that of its rivals.  It is differentiated by the breadth of its product line and the niches 
within its product line.  Further, the firm owns its own code.  The latter is an advantage that enables 
the firm to work at its own pace, to add functionality, to integrate the system and to make quick 
changes.  According to one line manager, the result is a creative and innovative product.  
 
Secondly, the firm offers excellent pricing for its customized software.  Other than implementation, 
there are no fees to clients for major version or technology changes. 
 
In spite of these advantages, the interviewees agree that Vadim differentiates itself by being ‘the 
service leader in the industry.’  Client service is the number one competitive advantage.  According to 
some managers, ‘The firm’s high customer satisfaction ratings, which measure at the top of the 
industry, are a definite advantage over the competition.’  According to the COO, ‘Part of Vadim’s 
competitive advantage is the knowledge and specialty factors that are inherent in servicing its 
customers.’ 
 
6.2 Role of human capital 
 
According to the CTO, human capital is vital to customer service, because it is the firm’s human 
capital that keeps it competitive.  According to the COO, ‘It is knowing intuitively when and how to 
keep adapting to the marketplace, and it is all the little things that employees do that make a difference 
to the service leadership.’   
 
Turnover is a liability to this firm, because the knowledge base is related to years of experience and 
service by long-term employees.  The competitive advantage is all about having well-rounded skilled 
people who understand why they are doing things.  According to one line manager, ‘it takes a long 
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time to get people up to speed and knowledgeable and, at the same time, maintain the desired level of 
customer satisfaction.’   According to another line manager, the technical skills are not as important as 
the product knowledge skills and the understanding of what makes the business a success. 
 
6.3 Contribution by performance management 
 
According to the COO, PM has not been responsible for advancing the firm’s competitive advantage; 
nevertheless, this current year is providing opportunities to track results through PM.  According to 
one line manager, the corporate objectives by nature affect the firm’s competitive advantage and their 
review highlights those competitive areas needing attention.  As of December 2004, after six months 
of more rigorous application, Vadim has been achieving good organisational results from its 
implementation of PM. 
 
Many of the firm’s performance measures are tied to client success; for this reason, every customer is 
surveyed on an annual basis with a ten question survey.  These results are calculated and distributed 
throughout the firm and shared at the annual user conference.  There are multiple smaller client 
surveys; for example, employee training with clients ends with a client satisfaction survey.  The firm 
uses PM to maintain its client service advantage, and on the product side, it is used to improve quality 
and product delivery initiatives.   
 
7. Feedback Mechanisms  
 
Vadim is a very open company, and it does a very good job of communicating.  As such, a number of 
mechanisms within the firm provide support to its PM process and integrate it with strategic planning, 
human resource management and the firm’s competitive advantages.  The following section discusses 
these mechanisms under two headings: network of meetings and other communications channels. 
 
7.1 Network of meetings  
 
Vadim has developed the following network of corporate and departmental meetings, which are 
important feedback vehicles. 
 
Management meetings – Bi-monthly, there are administrative and performance meetings.  The latter, 
which assess the accomplishment of objectives, consist of four executives, two managers, and, as 
needed, four specialist contributors. 
 
Department meetings – These meetings occur at different frequencies to communicate corporate 
results and review department performance.   
 
Operations forum – The multi-disciplinary operations meeting consists of 12 managers and 
employees; it occurs weekly and is centred on client services. 
 
Staff meeting – A monthly staff meeting includes everyone; remote offices and employees are 
included by a conference call. 
 
7.2 Other communications channels 
 
The following vehicles have been identified as helpful linkages between the firm’s PM process, and 
the firm’s strategic planning, human resources and competitive advantages. 
 
Marketing and sales – According to management, the firm is more focused on communications 
externally than internally; examples include company presentations, client conferences, and client and 
government consultants.   
 
Client satisfaction surveys – The firm conducts client satisfaction surveys and user meetings.  These 
client feedback metrics are used to track the firm’s business tactics.   
 
Employee recognition program – Informal and formal recognition programs reward employees for 
their service contributions.  For example, customers are asked to nominate five people for client 
service awards; winning employees are recognised internally and at the firm’s client conference.  
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Lunch and learn – These company sponsored monthly lunches are usually focused on specific topics, 
such as a new product release or upgraded features.  Experts are used to improve awareness of the 
firm’s competitive advantage, to encourage exchanges regarding competitive needs, and to share 
industry feedback. Attendance is voluntary.   
 
MBWA – Managers ‘manage by walking around’ are continually monitoring performance, and 
provide feedback to their employees.  The communication with staff members is ongoing, but it is not 
necessarily formal.   
 
E-mail – E-mail messages are ongoing.  
 
Other postings – Performance in a number of areas is graphed and posted in the lunch room. 
 
8. Performance Management Experience Curve 
 
Vadim has profited from its customers’ feedback and from its experience with PM.  As such, the 
following section details the lessons learned, difficulties encountered and suggested recommendations 
for its PM process. 
 
8.1 Lessons learned 
 
According to the COO, the firm’s objectives are fairly well-defined today.  Previously, some 
objectives competed with others, and the ‘stretch’ was too great.  Further, when goals were not 
progressing, it was important to identify early the need to continue as is or to invest more.  
 
The executives and managers need to make sure that reporting of metrics happens and that the 
information is analysed and acted upon.   In the opinion of the CTO, if the firm does not insist on 
routine reporting, PM does not go anywhere.    
 
According to one line manager, a common understanding of critical issues has been developing over 
time; today, everyone knows what is needed to be successful.  According to another line manager, the 
exchange of expertise has been important between various centres. 
 
When employees share incentives, fairness is important; further, documentation and specific examples 
are important to the feedback session.  
 
8.2 Difficulties encountered 
 
Historically, the PM process has been weak, and, as such, it has not helped employees with the 
increasing demands that have been placed on them.  Further, employees have been unprepared for the 
next level because there has been limited training and development available. 
 
Some challenges have arisen associated with the ‘right’ metrics – size of expected goals, integration of 
goals, competing goals.  Further, although senior managers are fully aware of the goals and results, 
creating linkages to the next level of the organization has been difficult. 
 
When a more formal performance appraisal was introduced to employees, it was not always 
welcomed; it took awhile for employees to understand that talking about performance was an 
opportunity to improve their position. 
 
At times, it has been difficult to balance the firm’s client-centred focus with its growth initiatives. 
 
8.3 Recommendations 
 
The interviews revealed a commitment to the implementation of PM.  When questioned, the 
participants suggested the following recommendations. 
 
Communications – One recommendation for improvement is the need for repeated communications.  
Further, it was observed that good communication is more difficult with remote centres. 
 
 305 
Performance reviews – Given the firm and its client-base growth, manual performance appraisals 
have become very labour intensive, and it was recommended that an automated system should be 
investigated.  In addition, more work is needed on individual work plans for both team and individual 
goals and objectives.  These work plans should be self-policing so employees can monitor success.   
 
Standardized PM process – Another suggestion was to standardize PM and implement it 
companywide, not as a program but rather as part of the business and its culture.  The reasoning is that 
‘setting goals and objectives, reporting on results and metrics, and analysing and improving on them 
becomes transparent.’ 
 
Customer surveys – It was suggested that an automated process might better capture the valuable 
feedback from customer surveys.   
 
Career planning – It was recommended that there should be attainment levels so that an employee at 
a level one position knows the criteria for level two and three or team lead positions.  The process 
should be personally motivating and clearly define the skills required for each position. 
 
Performance appraisal training – To enhance consistency and fairness, managers should receive 
training on how to conduct appraisals and employees should learn how to participate in and benefit 
from them. 
 
Management training – It was suggested that management training skills could be formalized; for 
example, managers could benefit from formal training in mentoring and coaching.  Further, personal 
development could be more formal; the latter was viewed as a potential role for HR. 
 
 
Sources of Evidence 
 
Interviewee participants 
Larry Smith, President & Chief Operating Officer 
Raghwa Gopal, President & Chief Technology Officer 
Jeff Keen, Client Services Manager 
Pam Reese, Manager Support & Development 
Brid Weber, Administrator 
 
Contact coordinator 
Brid Weber, Administrator 
 
Other sources 
Vadim Computer Management Group Ltd. n.d.43, Completing the Employee Performance Review 
(guideline and review form). 
Vadim Computer Management Group Ltd. n.d., Training Evaluation Form (feedback form). 
Vadim Computer Management Group Ltd. 2003, Employee Satisfaction Survey 2004, July, pp. 1-5 
(confidential form) 
Vadim Computer Management Group Ltd. 2004, Customer Support Survey 2004 (confidential form) 
Vadim Computer Management Group Ltd. 2004, Goals and Objectives for Calendar Year - 2004 
(guideline) 
Vadim Computer Management Group Ltd. and Vadim Municipal Software Inc. 2003, Vadim Vision, 
vol. 2, issue 3, November (newsletter) 
Vadim Software n.d., Home Page, Available from: URL http://www.vadimsoftware.com (accessed 31 
October 2004) 
Vadim Software n.d., Vadim Software – Composing Solutions in Harmony with Your Needs 
(brochure), Vadim Computer Management Group Ltd., Kelowna BC. 
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